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BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

REBUTTAL TESTIMONY OF FRANKA. DEBACKER
ONBEHALF OF AQUILA, INC.

DB/A AQUILA NETWORKS-NIPS AND AQUILA NETWORKS-L&P
CASE NOS. ER-2004-0034 AND HR-2004-0024 (CONSOLIDATED)

1

	

Q.

	

Please state your name and business address .

2

	

A.

	

Myname is Frank A. DeBacker and my business address is 7308 N. Richmond Avenue,

3

	

Kansas City, Missouri 64158 .

4

	

Q.

	

What is your current relationship with Aquila, Inc?

5

	

A.

	

I am a retired employee of Aquila, Inc . ("the Company") . I retired on June 30, 2001 . 1

6

	

am currently providing services to the Company as an independent contractor .

7

	

Q.

	

Why did the Company retain you as an independent contractor?

8

	

A.

	

The Company has retained me to provide expert testimony to support its position

9

	

concerning the Power Sales Agreement ("PSA") between Aquila Networks-NIPS

10

	

("NIPS") and MEP - Pleasant Hill, LLC ("MEPPH"), based upon my role in negotiating

11

	

the PSA on behalf of NIPS .

12

	

Q.

	

What was your involvement in the PSA?

13

	

A.

	

As the PSA was being developed, negotiated and signed between 1998 and 1999, I was

14

	

Vice-President, Fuel and Purchased Power. All of my positions at Aquila, including this

15

	

one, have always been on the "regulated" side of the Company. In that capacity, one of

16

	

my responsibilities was for the solicitation and evaluation of proposals for the provision

17

	

of supply side resources to the Company's regulated electric operations . I also was

18

	

responsible for the negotiation of any resulting contracts .



1

	

Q.

	

What is your experience in the utility industry?

2

	

A.

	

I was employed in the utility industry from June 1972 until my retirement from Aquila in

3

	

June 2001 . My experience in the industry covers almost all aspects of the planning,

4

	

design, construction, operation, and maintenance of electric power systems including fuel

5

	

supply and supply side resource procurement . However, I do not have any experience in

6

	

the design and construction of electric generation facilities . A copy of my resume is

7

	

attached as Schedule FAD-1 .

8

	

Q.

	

Before proceeding, please define each of the abbreviations used in your testimony .

9

	

A.

	

The abbreviations and the entities they represent are as follows :

10

11
,12
' 13

14
15
16
17

18
19
20
21
22
23

24

25
26

27
28

29

30
31
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Company Aquila, Inc ., formerly UtiliCorp United Inc .

MPS Aquila, Inc.'s regulated electric operations formerly
known as Missouri Public Service, a division of the
Company

MEPPH MEP - Pleasant Hill, LLC, the entity formed by
Aquila Merchant to own and operate its generation
facility at Pleasant Hill, Missouri . It is now co-
owned by subsidiaries of Aquila and Calpine Corp .

Aquila
Merchant Aquila Merchant Services, Inc ., a wholly owned

subsidiary of the Company. Aquila Merchant
operations include Aquila Power Corp., Aquila
Energy Marketing Corp., Merchant Energy Partners
and MEPPH

FERC Federal Energy Regulatory Commission

MOPSC Missouri Public Service Commission (also referred
to as "Commission")

Houston Houston Industries, Inc . (now known as Reliant
Energy, Inc.)

PPA Purchased Power Agreement

PSA Power Supply Agreement between MEPPH and
MPS (Feb . 22, 1999)
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Staff

	

Staff of the Missouri Public Service Commission

2

	

OPC

	

Missouri Office of the Public Counsel

3

4

	

Q.

	

What is the purpose of your rebuttal testimony in this proceeding?

5

	

A.

	

The purpose of my rebuttal testimony is to rebut the direct testimony of Staff witnesses

6

	

Mr. Mark L. Oligschlaeger and Mr. Cary G. Featherstone as their testimony relates to the

7

	

disallowance of capacity costs being incurred by MPS as a result of the PSA.

8

	

Q.

	

How is your testimony organized?

9

	

A.

	

Mytestimony is organized as follows :

10

	

1 . A brief discussion of the MoPSC rules and regulations which
11

	

govern the process by which supply side resources are acquired
12

	

byjurisdictional electric utilities in Missouri .

13

	

2. An extensive discussion of the process that MPS followed
14

	

during the solicitation, negotiation and execution of the PSA.

15

	

3 . A brief discussion of the regulatory approval process for the
16

	

PSA.
17

	

4. A brief summary of my testimony and conclusions .
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18

	

Commission Affiliate Transaction Rules

19

	

Q.

	

Are you aware Staff witness Mark L. Oligschlaeger states in his Direct Testimony at page

20

	

15, line 22, through page 16, line 1, that the MPS-MEPPH PSA is an example of affiliate

21

	

abuse and that the MoPSC should disallow the capacity payment included in the PSA and

22

	

instead allow a value for the capacity that represents the lower of fully distributed cost or

23

	

market price, as provided in the Commission's current affiliate rules, 4 CSR 240-20.015?

24

	

A.

	

Yes. As explained later, I disagree with this assertion .

25

	

Q.

	

Were the current MoPSC's affiliate rules in effect when the MPS-MEPPH PSA was

26

	

negotiated and executed?



8

9

10

11

12

13

14

15

16

17

18

19

20

21

22
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1 A . No.

2

	

Q.

	

What Commission rules and regulations governed the process through which

3

	

jurisdictional utilities acquired supply side resources at the time MPS was acquiring the

4

	

capacity and energy provided by the PSA?

5

	

A.

	

Commission rules and regulations governing the acquisition of supply side resources

6

	

came into being in the early 1990s .

On March 29, 1993, the MoPSC issued regulations governing "Electric Utility

Resource Planning" which were codified at 4 CSR 240-22 . These rules, known as

Integrated Resource Planning ("IRP"), laid out requirements for : (a) Load analysis and

forecasting, (b) Supply-side resource analysis, (c) Demand-side resource analysis,

(d) Integrated resource analysis, (e) Risk analysis and strategy selection, and (f) Filing

schedules and requirements . These rules placed additional requirements upon Missouri

regulated electric utilities, which were required to expend additional monetary and human

resources necessary to develop additional methods of analysis, as well as to meet and

confer with Staff and OPC.

In 1997, in response to the continued move to deregulation of various segments of

the electric utility industry and the rise of merchant or non-regulated generation, Staff and

OPC, in concert with the utilities, explored a more streamlined approach to resource

planning that would reflect these changes in the industry and still provide reliable,

reasonably priced electric energy to Missouri citizens . These efforts led to five

Commission orders that shifted the emphasis from the filing requirements of Chapter 22

of 4 CSR 240 tojoint agreements that would allow the parties to go forward with issues



9
10

11
12

Table I - Integrated Resource Plans & Joint Agreements
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1

	

jointly related to electric resource planning and retail competition in an efficient and

2

	

effective manner.

3

	

Q.

	

Please explain what led to these five orders .

4

	

A.

	

Staff and OPC negotiated with each of the five Missouri jurisdictional electric utilities

5

	

then in existence and reached separate agreements with each utility . These agreements

6

	

considered the particular situation that each utility faced in meeting the power supply

7

	

needs of its customers . The case number and effective date for each agreement are shown

8

	

in Table 1 . Copies of the orders are attached as Schedules FAD-2 through FAD-6.

13

	

Q.

	

When was the Company's Case No. EO-98-316 opened?

14

	

A.

	

January 28, 1998 .

15

	

Q.

	

Why is this date important?

16

	

A.

	

As will be discussed later, the date of January 28, 1998 is important because it shows that

17

	

the provisions contained in Case No. EO-98-316 were being negotiated at the time MPS

18

	

began the process to acquire new power supply resources in the spring of 1998 .

19

	

Q.

	

Are there any common themes found in the five agreements?

Utility Case Number Effective Date Schedule

St. Joseph Light & Power Co. EO-96-5 January 7, 1997 FAD-2

Kansas City Power & Light Co. EO-97-522 July 29, 1997 FAD-3

Union Electric Co. EO-94-178 November 14, 1997 FAD-4

Empire District Electric
Company EO-96-56 January 21, 1998 FAD-5

UtiliCorp United Inc . (Aquila) EO-98-316 July 7, 1998 FAD-6



2

3

4 .

5
6

7
8

9

10 Q.

11

12 A.

13

15

16 Q.

17 A.

18

19

20

21 Q.

22

23 A.

24

,25
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1

	

A.

	

Yes . While each agreement has elements that are tailored to the subject utility, the

following themes are consistent in each agreement :

"

	

The electric utility industry is an industry in transition

"

	

This transition results in shorter planning horizons

"

	

Shorter planning horizons result in shorter-term supply-side resource
commitments acquired through competitive bidding

"

	

The utilities will provide Staff and OPC with periodic reports and briefings on
such supply matters

What conclusions can be drawn from the common themes that are found in each of the

five agreements?

The jurisdictional utilities (including MPS), Staff and OPC were aware of and concerned

about the potential impact of the fundamental changes occurring in the electric utility

industry . As a result, they convinced the Commission to issue orders that made

significant changes in the planning and acquisition of supply-side resources .

What are these significant changes?

The traditional planning horizon of 20 to 30 years was replaced with a much shorter

horizon of 3 to 5 years. Additionally, any new supply-side resource needs would be met

through a competitive bidding process that would result in contracts with shorter terms

that would be consistent with shorter planning horizons .

What are the main elements of the supply-side resource acquisition process that Aquila

was ordered to follow by the Commission in Case EO-98-316?

A complete list of the requirements for acquiring new supply-side resources is found on

pages 9 and 10 of Attachment A of the Order. See Schedule FAD-6, pages 13 &14 . The

main elements are :



MPS should use short-term capacity markets to acquire new supply-side
resources through a competitive bidding process .

Staff and OPC would be given the opportunity to comment on any Request
for Proposal ("RFP") that MPS would issue to acquire additional supply-
side resources .

MPS would provide Staff and OPC the results of its evaluation of the
proposals received in response to RFD's .

Rebuttal Testimony :
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is the significance of the Commission's Order directing the Company to use short-

capacity markets, to acquire new supply-side resources?

minated the option of building regulated rate-based generation from consideration as

ntial supply-side resource because rate-based generation represented an expensive

term commitment roughly equal to the projected useful life ofthe asset .

he Company agree with the Commission Order in EO-98-316 and its implicit

on regarding the construction of rate-based generation?

As discussed in the testimonies of Mr. Stamm and Mr. Empson, the Commission

was consistent with the Company's position .

IPS comply with the requirements for acquiring new supply-side resources?

I believe that MPS complied with the resource acquisition requirements of the final

in Case No. EO-98-316.

this complete your review of the history of the Commission rules governing the

sition of supply-side resources?

23

	

A.

	

Yes, it does .

1 1 .
2

3 2 .
4
5

6 3 .
7

8

9 Q. What

10 term

11 A. It el

12 a pot

13 long-

14 Q. Did

15 decis

16 A. Yes.

17 Order

18 Q. Did

19 A. Yes.

20 order

21 Q. Does

22 acqu



Rebuttal Testimony :
Frank A. DeBacker

1 MPS's Acquisition of Supply-Side Resources

2 Q. Do you agree with Staffs position in the Direct Testimony (Oligschlaeger at 10,1 . 8-12)

3 that Aquila's decision to enter into the PSA violated MoPSC policy governing pricing

4 between affiliated interests?

5 A. No, I do not agree. I believe Staffs position is based upon a serious misunderstanding of

6 how the PSA was negotiated and what it actually provides in terms of the pricing of

energy and capacity . To understand that pricing you must fast understand the process

8 that led to the final bid that was selected .

9 Q. Would you please review that process?

10 A. Yes. This section of my testimony recounts the process followed by MPS that led to the

11 PSA.

12 Q. When did MPS begin this process?

13 A. The process began in the spring of 1998 . In my letter of April 7, 1998 to Dr . Michael S.

14 Proctor, Staff Chief Energy Economist, with copies to Mr. Ryan Kind, OPC Chief Utility

15 Economist, I outlined. the capacity needs of MPS for the years 2000 and 2001 and

16 presented a draft RFP for supply-side resources designed to meet those needs . I requested

17 that they review the draft RFP and provide any comments or suggestions . A copy of the

18 letter and the attached draft RFP is attached as Schedule FAD-7 .

19 Q. Why is the letter of April 11, 1998 with its draft RFP significant?

20 A. The letter and draft RFP are significant for two reasons .

21 First, although the Company was still negotiating the terms of the joint agreement

22 in Docket No. EO-98-316 that would replace the IRP rules, MPS conducted itself in
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2

3

4

5

6
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8
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10

11

12 Q.

13 A.

14

15

16 Q.

17 A.

18

19

20 Q.

Rebuttal Testimony :
Frank A. DeBacker

accord with the provisions it expected to be contained in such an agreement . MPS

believed those provisions would be substantially similar to the directives contained in the

Commission's orders issued in the dockets relating to the other Missouri investor-owned

utilities . See Table 1, above . Consequently, through the referenced letter, MPS notified

both Staff and OPC of MPS's projected near term supply-side requirements and its

intention to issue an RFP to meet those requirements .

Second, the draft RFP submitted by MPS contained a section in which it reserved

the right to submit a "self-build" proposal in the form of an unregulated Exempt

Wholesale Generator ("EWG"). The draft RFP did not contain an option for MPS to

build a rate-based generating plant. Thus, Staff and OPC were both aware at a very early

stage that MPS had no plans to construct a rate-based generating plant at that time .

Did Staff make any comments on the content of the proposed RFP?

Yes.

	

In a letter dated May 1, 1998 from Dr. Proctor and Mr. Roger W. Steiner,

Assistant General Counsel, Staff raised concerns regarding Section I of the draft RFP. A

copy of their letter is attached as Schedule FAD-8.

What were main concerns raised by Staff?

Staffs main concern related to creating and maintaining a separation between MPS

personnel involved in the RFP and the evaluation of responsive bids received and any

NIPS personnel estimating the cost of a potential EWG.

Did the OPC make any comments on the content of the proposed RFP?



2

3

4
5
6
7
8
9
10
11 Q.

12

	

A.

	

OPC did not believe that MPS or any affiliate of MPS should construct electric

13

stated that :

"Given the current uncertainties about what regulations and market
structure are likely to arise in the electric utility industry, OPC does not
believe that UtiliCorp should be acquiring an ownership interest in
additional generating facilities that are located in the same market where
it owns and operates electric distribution and transmission facilities ."

What is your interpretation of OPC's concern?

generation facilities in the MPS market area .

Rebuttal Testimony:
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1

	

A.

	

Yes. On May 11, 1998, OPC's Ryan Kind stated that he shared the concerns expressed

by Staff regarding Section I of the draft RFP. See Schedule FAD-9. In addition, OPC

14

	

Q.

	

Did either Staff or OPC raise any objections at this time to MPS submitting a bid as an

EWG and not a bid based on a rate-based generation asset?

16

	

A.

	

No, they did not .

17

	

Q .

	

What conclusions did you draw from the comments of Staff and OPC?

18

	

A.

	

I drew four conclusions from their comments:

19

	

1 . Both Staff and OPC were aware April 1998 that if MPS were to submit a
20

	

response to the RFP, it would be in the form of an EWG. It would not be
21

	

a generating plant constructed by MPS and placed in rate base .

22

	

2. Neither Staff nor OPC raised a concern or an objection to the fact that the
23

	

RFP clearly indicated that MPS did not plan to build a rate-based
24

	

generating asset .

25

	

3. OPC was opposed to the Company owning any additional generating
26

	

facilities in its market area .

27

	

4. Both Staff and OPC were concerned about how MPS would ensure an
28

	

unbiased evaluation of proposals in the event MPS decided to submit a
29

	

proposal in response to the RFP.

30
31 Q. Did MPS make any changes in the RFP in response to the comments of Staff and OPC?
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1 A. Yes. MPS removed the contents of Section I in which MPS retained the option to submit

2 an EWG proposal .

3 Q. Did MPS abandon the EWG concept?

4 A. No. MPS did not abandon the concept of an EWG and continued to develop cost

5 estimates to construct and operate a 500-MW combined-cycle generating plant as an

6 EWG. MPS continued this effort because it believed that this option could still offer the

7 lowest cost to MPS customers .

8 Q. Did MPS make any other changes to the RFP?

9 A. Yes. The time period for which proposals were requested was extended to May 31, 2004

10 from May 31, 2001 .

11 Q. Why was the time period extended?

12 A. The capacity market was becoming tighter. We assumed that most proposals submitted

13 in response to MPS's RFP would come from new generation facilities, rather than from

14 an entity that had excess generating capacity . We believed that a longer-term

15 convnitment would be required to support new construction .

16 Q. Did this turn out to.be the case?

17 A. Yes. As discussed below, the majority of proposals came from entities that planned to

18 build merchant generating facilities if they were the successful bidder.

19 Q. DidMPS provide Staff and OPC with a copy of the revised RFP?

20 A. Yes. On May 21, 1998, MPS notified both Staff and OPC of the changes made in

21 response to their comments and provided them with a copy of the revised RFP. A copy of
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1

	

MPS's response to the comments of Staff and OPC, as well as a copy of the revised RFP

2

	

is attached as Schedule FAD-10.

3

	

Q.

	

Did MPS issue the revised RFP for new supply-side resources?

4

	

A.

	

Yes. MPS issued the revised RFP on May 22, 1998 . Proposals were due on July 3, 1998 .

5

	

Q.

	

How many potential providers of supply-side resources were requested to submit

6

	

proposals in response to the RFP?

7

	

A.

	

Over 40 different entities were requested to submit responses to the RFP. A partial list of

8

	

recipients of the RFP is attached as Schedule FAD-11 .

9

	

Q.

	

How many responses to the RFP were received?

10

	

A.

	

Asshown in Table 2 below, eight different potential power suppliers submitted

11

	

proposals . Ofthe original proposals, only that of LS Power, LLC provided sufficient

12

	

capacity to meet the MPS projected need of 500MW. All other proposals were for

13

	

smaller amounts .

14

15

	

THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK

16

17

18

19

20



2

4

5

6

7

8

9 Q.

10

11 A.

12

13 Q.

Table 2 - Proposals Received in Response to RFP
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Four proposals offered capacity for the period June 2000 to May 2001 . The other

four proposals offered capacity beginning in June 2001 . The LS Power, LLC proposal

was for a term of ten years, which is six years longer than requested in the RFP. In a

letter dated August 21, 1998, Southwestern Public Service Co. subsequently reduced the

term of its proposal to the period June 2000 to May 2001 .

What is the significance of the fact that most of the proposals were for less than the 500

megawatts that MPS required?

It meant that for evaluation purposes, several proposals would have to be combined into a

portfolio of resources in order to meet MPS resource requirements .

How were the proposals evaluated?

Entity Name MW Contract Term Resource Type/ New
Capacity or Existing

Aquila Power 612000- Combined Cycle -
Corporation

100 5/2004 New Construction
Basin Electric 6/2000- System Resources -
Cooperative 100 5/2004 Existing
Carolina Power & 150 6/2000- Simple Cycle - New
Light Co. 5/2004 Construction

June 2001- Combined Cycle -LS Power, LLC 540 May 2011 New Construction
NorAm Energy 6/2001- Simple Cycle-New
Services, Inc . 100 5/2004 Construction

6/2001- Simple Cycle - NewNP Energy, Inc . 100
5/2004 Construction

Southern Energy 6/2001- Combined Cycle -
Marketing 100 5/2004 New Construction
Southwestern Public 6/2000- System Resources -
Service Co. 100 5/2004 Existing
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8

9
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A. Bidders were instructed to submit their proposals to Burns & McDonnell, a national

engineering and consulting company retained by MPS to evaluate the proposals .

Q . Did MPS itself submit its estimate of the cost to supply power from an EWG that would

potentially be constructed by MPS?

A. Yes, it did.

Q . What was the cost estimate for this EWG option?

A. MPS estimated that if the EWG option were structured in the customary fashion, MPS

would pay: (1) a Fixed Capacity Payment of $33 million ; and (2) a Variable Operation &

Maintenance ("O&M") Charge to cover the variable cost of converting the fuel provided

by MPS into the electric energy delivered to MPS . TheEWG would convert the fuel

provided by MPS into electric energy for delivery to MPS at a guaranteed rate .

Q . Is that cost structure consistent with what is found in the PSA in this case?

A. Yes . It is consistent with standard resource-specific contracts in which the purchaser (in

this case MPS) would supply the fuel .

Q . How did Burns & McDonnell evaluate the proposals?

A. Bums & McDonnell created seven different portfolios, the elements of which are

discussed in their report . See Schedule FAD-13, pages 21 to 29 . It used the RealTime@O

production costing software from the Emelar Group to evaluate the each portfolio .

Q. Please explain how the Realtime® production costing software works.

A. RealTime@ is a standard tool used to analyze production costs that is well recognized and

accepted in the electric utility industry . For each potential resource (or portfolio of

resources) under consideration, a RealTimeO database was created which contained the
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operating characteristics of the potential resource together with those of existing supply-

side resources (both generation and existing PPAs), fuel costs, market energy costs and

system hourly load projections . Using the database thus created, the RealTime@O software

was used to determine the hourly, variable cost incurred to serve the projected system

load . These hourly costs are then summed for each year in the study period to create a

projected total annual variable cost.

RealTime@O operates in a chronological fashion in that it analyzes and solves each

hour of a system's energy demands before moving to the next hour. Thus, it closely

simulates the way a utility operates its power supply portfolio by scheduling power from

generating units and PPAs on a lowest-cost basis. Its analysis is driven by the projection

of generating unit availability and fuel, start-up, and O&M costs, as well as the

availability and cost of purchased electric energy. RealTime@O provides data on many

subjects (such as power production amounts, fuel costs, O&M costs, marginal costs, and

average system costs) for each power supply resource included in the model .

The annual variable costs projected by RealTime@ are then combined with the

annual fixed costs associated with the resource(s) under consideration to arrive at a total

annual system cost that would result if the resource under consideration were selected .

This analysis method does not include the fixed costs associated with existing supply side

resources since these costs would be the same for all cases. Finally, for each resource

under consideration, the annual power supply costs were summed to create a projected

total cost figure . The resource that results in the lowest total cost is the one that is judged

to provide the lowest projected cost to NIPS customers .



1

	

Q.

	

What were the results of Bums & McDonnell's evaluation of the proposals?

2

	

A.

	

The evaluation indicated that the estimate of power supply costs from an EWG

3

	

constructed by the Company was one of the lowest cost power supply options .

4

	

Q.

	

Did MPS provide Staff and OPC with the results of the evaluation of the competitive

5

	

bidding process?

6

	

A.

	

Yes. At the time Burns & McDonnell completed its preliminary evaluation of the

7

	

proposals, NIPS had scheduled a meeting with Staff and OPC personnel to present its

8

	

semi-annual resource planning update . The meeting was scheduled for August 24, 1998,

9

	

and NIPS planned to discuss the results of the bid evaluation at that time . However, when

10

	

preliminary results became available indicating that the NIPS EWG option would be one

11

	

of the lowest cost options, I conveyed this information to Dr . Proctor of Staff and

Mr. Kind of OPC through a letter that I wrote to them on August 4, 1998 . In that letter I

13

	

explained that the preliminary analysis indicated the construction of a 500MW power

14

	

plant by NIPS was one of the lowest cost alternatives . In light of this development, I

15

	

informed Staff and OPC that since MPS had not submitted a formal proposal, it was

16

	

prepared to reissue the RFP and conduct another round of bidding if Staff and OPC

17

	

desired . I also provided a draft RFP for review by Staff and OPC. A copy of my letter to

18

	

Staff and OPC is attached as Schedule FAD-12. The RFP stated that :

19

	

"UCU's proposal will take the form of an Exempt Wholesale Generator
20

	

and will be responsive to the requirements of the RFP."
21
22

	

See Schedule FAD-12, page 4, 3`° paragraph (emphasis added) .

23

	

Q.

	

Why did you offer to re-bid MPS' power supply needs?

Rebuttal Testimony:
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I A. In light of the initial comments made by Staff and OPC, NIPS had removed the option of

2 its bidding though an EWG from the original RFP. To avoid any suspicion that MPS had

3 `rigged' the process, I thought it prudent to offer the re-bid option to Staff and OPC. I

4 also wanted to once again bring to the attention of Staff and OPC that MPS did not plan

5 to construct a rate-based generating facility .

6 Q. Did Staff or OPC express any concern with the fact that the Company did not propose to

7 construct a rate-based generating facility?

8 A. No, they did not .

9 Q. Was the re-bid option pursued?

10 A. No. Neither Staff nor OPC indicated that reissuing the RFP was necessary .

11 Q. Was the resource planning update meeting held as scheduled on August 24, 1998 .

12 A. Yes, it was.

13 Q. Were the results of the evaluation of the RFPs discussed at that meeting?

14 A, Yes, they were . MPS provided Staff and OPC with copies of the proposals and the

15 results of the evaluation conducted by Bums & McDonnell. A copy of the supply side

16 planning update, including the Burns & McDonnell Report and the proposals received,

17 were given to Staff and OPC. See Schedule FAD-13.

18 Q. Was the offer to re-bid the MPS supply side resource requirement discussed at the

19 meeting?

20 A. Yes, it was .

21 Q. What were the results of that discussion?
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1 A. Staff and OPC advised NIPS that it was not necessary to not reissue the RFP. In lieu of

2 reissuing the RFP, Staff and OPC recommended that NIPS contact all of the original

3 bidders to :

4 1 . Determine if each bidder continued to have an interest in providing power supply
5 resources to NIPS, and

6 2. Provide each bidder with an opportunity to update or otherwise modify its original
7 proposal .
8

9 Q. Was this done?

10 A. Yes . On August 25, 1998,1 wrote a letter to each of the original bidders requesting that

11 they confirm their continued interest in providing power supply resources to MPS and

12 update their proposals if necessary . All firms stated that they continued to have an

13 interest. Since Southwestern Public Service Co. had previously reduced the term of its

14 proposal from 2000-2004 to 2000-2001 ; its proposal was removed from consideration .

15 Q. Did you supply this information to Staff and OPC?

16 A. Yes . I wrote a letter to Staff and OPC, dated September 14, 1998, which so advised

17 them . On September 18, 1998, at the request of Mr.. Kind of OPC, I provided Staff and

18 OPC with a copy of my letter of August 25, 1998 letter to the original bidders and the

19 responses received . Copies of the letters (including attachments) are attached as

20 Schedules FAD-14 and FAD-15, respectively.

21 Q. Your discussion has taken us to mid-September of.1998 . What happened in the fall of

22 1998?

23 A. Two events occurred which affected the evaluation process .



Rebuttal Testimony :
Frank A. DeBacker

1

	

First, in September 1998, the Company decided to form Merchant Energy Partners within

2

	

Aquila Merchant to develop and own all EWG and Independent Power Producer facilities

3

	

ofthe Company. This meant that the EWG project, which up to this time had been

4

	

developed by MPS, was transferred to Aquila Merchant . As discussed by Company witness

5

	

Max Sherman, Aquila Merchant proceeded to develop a business case to build and own the

6

	

generation facility .

7

	

Second, the Company began to pursue potential mergers with two different utilities

8

	

that increased the workload in the power supply group . This increase in workload extended

9

	

the analysis period for the power supply proposals . Due to the fact that the bidding process

10

	

for new power supply resources was taking longer than anticipated, MPS decided to meet

11

	

its June 2000 to May 2001 supply-side resource needs through one-year PPAs.

12

	

Q.

	

What impact did these decisions have on the final evaluation of the proposals?

13

	

A.

	

MPS delayed the evaluation of final bids until December 1998 . Additionally, since the

14

	

June 2000 to May 2001 supply-side resource needs had been met, the evaluation period

15

	

began in June 2001 instead of June 2000.

16

	

Q.

	

How did you communicate the delay in the bid evaluation process to the prospective

17 bidders?

18

	

A.

	

OnNovember 6, 1998,1 wrote a letter to the original bidders explaining that there had

19

	

been a delay and again requesting that they confirm their interest and update their

20

	

proposals . Best and final offers were to be received no later than November 30, 1998 .

21

	

Q.

	

Did all of the original bidders continue to have an interest in supplying power to MPS?
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1

	

A.

	

No, they did not . Several of the original bidders had either been removed from

2

	

consideration or did not continue to have an interest. Those proposals that were no longer

3

	

under consideration are shown below :

4

	

*

	

Basin Electric - Did not respond to letter of November 6, 1998

5

	

"

	

Carolina Power & Light - Did not respond to letter of November 6, 1998

6

	

"

	

LS Power, LLC - Withdrew proposal due to increased equipment cost and
7

	

unwillingness to accept shorter term contract

8

	

"

	

NP Energy, Inc. - Assigned its proposal to Houston Industries

9

	

"

	

Southern Company Energy - Did not respond to letter of November 6, 1998

10

	

"

	

New Century Energy (successor to Southwestern Public Service) - previously
11

	

reduced term of proposal to June 2000 - May 2001 and consequently was
12

	

removed from consideration.

13

14

	

Q.

	

As of December 1, 1998, how many of the original bidders continued to be interested. in

providing supply side resources to MPS?

16

	

A.

	

Two entities continued to have great interest : Aquila Merchant and Houston . Both of

17

	

these proposals offered lower supply-side resource costs than the original proposals

18

	

submitted in July-August 1998 .

19

	

Q.

	

Please describe the Houston proposal .

20

	

A.

	

Anintroductory meeting between Houston and MPS was held on November 9, 1998

21

	

where Houston presented its corporate structure and aspirations in the developing

22

	

unregulated electric marketplace . MPS discussed its needs and the potential

23

	

interconnection point with its system at its Pleasant Hill substation in Cass County . A

24

	

copy of the Houston presentation is attached as Schedule FAD-16.

25

	

On December 1, 1998, Houston submitted a proposal for the supply of 326MW of

26

	

peaking capacity (summer rating of 300MW) for the period June 1, 2001 through May 31,



1

2
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4

5

6

7

8

9

10 Q.

11 A.

-12

13
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17
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2006 . The delivery point was to be the MPS substation at Pleasant Hill . During

negotiations Houston subsequently revised its proposal on January 6, 1999 . The January

6`h proposal was for the provision of 500MW of summer capacity (June 1- September

30, 2001-2005) with a capacity cost of $8,420 per MW-month and 200MW of winter

capacity (October 1 -May 31, 2001-2006) at a cost of $4,210 per megawatt-month . The

proposed total annual capacity cost of the January 6, 1999 proposal was $23,576,000.

Copies of the Houston proposals of December 1, 1998 and January 6, 1999 together with

all proposal modifications and known correspondence between MPS and Houston

through the execution of the PSA are attached as Schedule FAD-17 .

Please describe the Aquila Merchant proposal .

The Aquila Merchant proposal was received on November 30, 1998 . It offered three

options for consideration byMPS:

20

	

Asproposed on November 30, 1998, the capacity cost of Option 1 beginning June 1,

2002 was 300MW at $8,000 per MW-month for six months plus 200MW at $6,400 per

MW-month for twelve months for a total annual capacity cost of $29,560,000 . As

discussed below, Aquila Merchant subsequently reduced the capacity charge during contract

negotiations from $8,000 per MW-month to $7,500 per MW-month for the 300MW and

from $6,400 per MW-month to $5,900 per MW-month for the 200MW. The final proposed

Option 1 : June 1- Sept 30, 2001 320MW
Jan 1, 2002 -May 31, 2005 200MW
April 1- Sept 30, 2002-2005 300MW

Option 2: One year extension of Option 1

Option 3: June 1, 2001- Sept 30, 2001 180Mw
Oct 1, 2001-Dec 31, 2001 200MW



2

3

4

5 Q.

6 A.

7

8

9 Q.

10 A.

11

1

13

14 Q.

15

16 A.

17

18

19

20
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annual capacity cost was thus reduced to $27,660,000. A copy of the November 30, 1998

Aquila Merchant proposal, together with all proposal modifications and known

correspondence between MPS and Aquila Merchant through the execution of the PSA, is

attached as Schedule FAD-18 .

Did either proposal contain provisions for adjustment of their pricing structure?

Yes . Aquila Merchant proposed that the capacity payment by MPS be adjusted to

account for increases in the purchase cost of the combustion turbines that would be a part

of its proposed facility, as well as the cost to interconnect the facility to the MPS system.

Were the proposed capacity payment adjustment provisions included in the final contract?

Yes, with a cap on any increase in combustion turbine purchase price that would be the

basis of a capacity payment adjustment paid by MPS . The specific language of the

adjustment provisions can be found in Article 5(a) and 5(b) of the PSA. See Schedule

FAD-19, page 19.

What was the net effect of these adjustment provisions on the final capacity payment of

the PSA?

The adjustment provision for the cost of the combustion turbines resulted in an increase

in the capacity payment of $55 .00 per MW-month, while the adjustment provision for the

interconnection cost resulted in a decrease in the capacity payment of $29.70 per MW-

month. Thus the net effect of the adjustments was to increase the capacity payment by

$25.30 per MW-month or $106,260 per year for a total annual capacity payment of

$27,766,260 .
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1

	

Q.

	

How does the total annual capacity payment of the Houston and Aquila Merchant

2

	

proposals compare to the capacity payment of the EWG option of NIPS that was

3

	

discussed with Staff in the August 24, 1998 meeting?

4

	

A.

	

They were significantly lower . The estimated annual capacity payment of the EWG

5

	

option as discussed at the August 24, 1998 meeting was $33,000,000 . Comparable

6

	

annual capacity payments for the Houston and Aquila Merchant proposals were

7

	

$23,576,000 (proposed) and $27,666,260 (final contract annual capacity payment),

8 respectively.

9

	

Q.

	

The annual capacity payment of the Houston proposal is lower than that of the Aquila

10

	

Merchant proposal . Why was the Aquila Merchant proposal selected?

11

	

A.

	

The Aquila Merchant proposal was selected because it presented the lowest cost to MPS

12

	

when all relevant factors were considered. Annual capacity costs are not the only

13

	

consideration in the evaluation of power supply resources . One must also consider :

14

	

(1) how efficiently the resource converts fuel to electric energy (heat rate) and (2) the

15

	

amount of the fixed gas transportation costs.

16

	

Q.

	

How did the two proposals compare considering these factors?

17

	

A.

	

The Houston proposal was for peaking capacity with a proposed heat rate of 10,600

18

	

Btu/kwh, while the Aquila Merchant proposal was for intermediate combined-cycle

19

	

capacity with a heat rate of 7,300 Btu/kwh . Thus, the Aquila Merchant proposal required

20

	

approximately 31% less fuel than the Houston proposal to produce the same amount of

21

	

energy. The efficiency of the Aquila Merchant proposal resulted in fixed gas

22

	

transportation costs and variable system energy costs that were lower than the equivalent



2

3

4

5

6 Q .

7

	

A.

	

While different for each proposal, there were four significant common elements in both

8

9

10

11

12

13
14 Q .

15 A.

16

17 Q.

18

19 A .

20

21

22

23

24

costs associated with the Houston proposal . The lower gas transportation and variable

system energy costs associated with the Aquila proposal more than offset the higher

annual capacity payment ofthe Aquila Merchant proposal . This resulted in the total

system power supply cost associated with the Aquila Merchant proposal being lower than

the Houston proposal .

What common elements were contained in each proposal?

proposals .
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1) The annual capacity payment was fixed.

2) The variable O&M was known

3) The efficiency of the conversion of fuel to electrical energy was guaranteed

4) The reliability of the operation of the plant was guaranteed .

Why are these contract elements significant?

They are significant because they eliminate the risk to MPS for the operation of the

facility. Operating risk is home by the supplier

How did the evaluation of these two proposals proceed from this point in December

1998?

NIPS required the two bidders to compete against each other to determine which proposal

would be the ultimate winner, that is, provide the lowest power supply cost to MPS . The

significant events of the final bid evaluation are shown in the chronology in Table 3

below . The table shows the significant events in this process from the receipt of the

proposals from Aquila Merchant and Houston to the execution of the PSA with MEPPH.



Table 3 - Chronology of Final Bid Evaluation
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Date Activity/Event
November 30, 1998 MPS received proposal from Aquila Merchant. See Schedule

FAD-18, pages I to 9 .
December 1, 1998 MPS received proposal from Houston . See Schedule FAD-17,

pages Ito3 .
December 1, 1998 - MPS conducted ongoing analysis of both proposals and any
January 15, 1999 revisions .
December 9, 1998 MPS sent letter to Aquila Merchant requesting clarification of

contract terms . See Schedule FAD-18, page 10 .
December 17, 1998 Aquila Merchant sent unsolicited letter to MPS with clarification

of contract terms . See Schedule FAD-18, page 11 .
December 22, 1998 Aquila Merchant sent letter to MPS in response to MPS letter of

December 9 which included revision of contract pricing . See
Schedule FAD-18, pages 12 to 15 .

Mid-December, 1998 MPS verbally notified Houston that its proposal is not the low
bid. See Schedule FAD-17, page 4.

December 24, 1998 A uila Merchant provided draft PSA for consideration b MPS .
December 29, 1998 MPS met with representatives of Houston to discuss proposal

and offer opportunity to revise proposal . See Schedule FAD-17,
page 5.

January 4, 1999 MPS met with Aquila Merchant to discuss proposal and ask
clarification of contract terms .

January 6, 1999 Aquila Merchant sent letter to MPS identifying the legal entity
that will develop the generation resource as Merchant Energy
Partners . See Schedule FAD-18, page 16 .

January 6, 1999 In response to December 29, 1998 meeting, Houston provided a
revised proposal to MPS . See Schedule FAD-17, pages 6 to 15 .

January 7, 1999 Aquila Merchant sent letter to MPS in response to meeting of
January 4, 1999 clarifying contract terms . See Schedule FAD-
18, pages 17 to 20.



1

	

Table 3 (continued)
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January 8, 1999 NIPS met with Aquila Merchant to discuss their proposal and to
notify them that their y to sosal was not the low bid .

January 11, 1999 NIPS presented report to Company management that indicated
that the Houston proposal was low bid at that time . See
Schedule FAD-20.

January 12, 1999 Aquila Merchant sent letter to NIPS clarifying contract terms and
lowering the capacity cost portion of its proposal . See Schedule
FAD-18, pages 21 to 24.

January 12, 1999 MPS verbally notified Houston that its proposal is much
improved but is not low bid. See Schedule FAD-17, page 16 .

January 13, 1999 MPS held conference call with Houston to discuss proposal and
to give them until 1200 on January 14, 199 to revise their offer .
See Schedule FAD-17, page 17.

January 14, 1999 NIPS held conference call with Houston, which did not improve
its offer. Houston offered to keep its proposal open for a short
time . See Schedule FAD-17, page 18 .

January 15, 1999 NIPS formally notified Houston that its proposal has not been
selected . See Schedule FAD-17, page 19 .

January 15, 1999 MPS formally notified Aquila Merchant that its proposal had
been selected and advised it that any contract resulting from
negotiations would be subject to approval by MoPSC and FERC.
See Schedule FAD-18, page 25 & 26.

Mid-January, 1999 MPS retained Bums & McDonnell to verify the analysis
performed by NIPS in the evaluation of the Aquila Merchant and
Houston proposals .

January 20, 1999 Aquila Merchant sent letter to MPS acknowledging receipt of
January 15, 1998 letter . It provided a revised draft of PSA and
requested that negotiations begin on January 25, 1999 . See
Schedule FAD-18, page 27 & 28 .

January 25, 1999 - MPS and Aquila Merchant negotiated PSA terms and conditions.
February 15, 1999
January 29, 1999 MPS verbally requested and received clarification of contract

terms from Houston. See Schedule FAD-17, page 20.
February 1, 1999 Bums & McDonnell verified the accuracy of the analysis of the

Aquila Merchant and Houston proposals performed by NIPS .
See Schedule FAD-21 .

February 8, 1999 Aquila Merchant sent letter to MPS outlining proposed changes
to draft PSA. See Schedule FAD-18, pages 29 & 30 .

1 February 22, 1999 1 MPS and Aquila Merchant executed PSA.
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1

	

Q.

	

Table 3 above contains an entry for January 11, 1998 that shows that a progress report

2

	

was presented to Company management and that the Houston proposal was the lowest

3

	

cost proposal at that time . Is a copy of the report included with your testimony?

4

	

A.

	

Yes. A copy of the report is attached as Schedule FAD-20.

5

	

Q.

	

What is the significance of the report?

6

	

A.

	

It shows that the bidding process conducted by NIPS achieved its goal of obtaining low

7

	

cost power for its customers because the cost to NIPS continued to decrease as the process

8

	

progressed from December 1, 1998 through the end of the bidding process . It also

9

	

indicates that, at that point in time, NIPS was prepared to negotiate a contract with

10 Houston .

11

	

Q .

	

Please discuss the evaluation process and results .

12

	

A.

	

MPS evaluated the two proposals using its own staff and retained Burns & McDonnell to

13

	

verify independently the results of the MPS internal analysis . This analysis was

14

	

conducted both with and without consideration of off-system sales revenues for five

15

	

different scenarios of natural gas prices as well as electricity prices in the wholesale

16

	

market . The results of the analysis of the final bids are contained in the Burns &

17

	

McDonnell Report of February 1, 1999, which is attached as Schedule FAD-21 .

18

	

Table 4 below summarizes the results contained in that Report for the period June

19

	

2001 to May 2005 . See Schedule FAD-21, page 3 to 5 . The Bums & McDonnell Report

20

	

shows that for all but one extremely unlikely scenario (no off-system sales revenue, base

21

	

gas price escalation and low energy prices in the wholesale market) the Aquila Merchant



2 offer.

3
4

Energy proposal offered lower system power supply costs than the Houston best and final

Table 4 - Burns & McDonnell Evaluation of Final Bids
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MPS Power Supply Bid Comaparison
Final Bid Comparison
61112001 - 5/31/2005

$x1,000

Fronu Jun-01 Jun-02 Jun-03 Jun-04 Jun-01
To> May-02 May-03 May-04 May-05 May-05

MPY

Without OffS3,t,- Q-k,

Base
MEPPH 130,053 135,381 143,952 154,103 464,031
Houston 129,074 136,181 145,432 156,081 466,440

i,o-Gac&-Mkt .
MEPPH 128,131 133,679 141,514 150,536 456,235
Houston 127,071 133,707 142,439 152,179 457,219

High ca, R. M4#

MEPPH 131,741 136,817 145,969 157,239 470,732
Houston 130,352 138,055 147,781 159,531 473,630

MEPPH 131,611 136,202 144,902 155,416 467,896
Houston 130,372 137,863 147,227 158,542 472,317

MEPPH 128,216 134,081 142,533 152,026 458,562
Houston 127,093 133,884 142,788 152,650 458,015

BaseGas.&Mkt
MEPPH 124,280 125,783 135,176 145,695 437,311
Houston 123,971 132,218 141,965 152,742 453,109

Low-Gac&-Mkt
MEPPH 124,198 127,032 135,426 144,548 437,661

'.. Houston 123,833 131,134 140,080 149,887 448,457

High r_,, R MW
MEPPH 123,486 123,798 134,399 146,379 434,759
Houston 122,870 132,193 143,092 155,022 454,639

Base-Gae.&c-HiBhD9ct
MEPPH 123,245 122,774 132,659 143,683 430,295
Houston -122,768 131,681 142,090 153,522 452,209

Sau-Gas-&-Low-Mkt
MEPPH 124,319 127,710 136,885 146,458 440,916
Houston 123,918 131,452 140,701 150,685 449,888



Rebuttal Testimony :
Frank A. DeBacker

Q. Earlier in your testimony you discussed the difference in the variable system energy cost

2 between the two proposals . The above table shows only the total cost . Did the Burns &

3 McDonnell report provide a breakdown between fixed cost and variable system energy

4 cost for each proposal?

5 A. Yes. A breakdown between fixed and variable system energy cost is shown in Schedule

6 FAD-21, pages 4 & 5 for the MEPPH and Houston proposals, respectively. As can be

7 seen, the variable system energy cost associated with the Houston proposal is greater than

8 that for the MEPPH proposal for the last three years of the analysis period .

9 Q. Was the above referenced analysis performed by Burns & McDonnell provided to Staff?

10 A. Yes. It was contained in the final report on the resource acquisition process entitled the

11 "June 2001 - May 2005 Supply Side Resource Acquisition Process ." The report was

. : 12 presented to Staff on February 8, 1999 . A copy of that report is attached as Schedule

13 FAD-22 . In addition, the database that MPS provided to Bums & McDonnell in January

14 1999 for verification of the MPS analysis of the proposals was provided to Staff in

15 response to Data Request MPSC- 511 in this proceeding.

16 Q. At this time was a semi-annual resource planning update meeting conducted per the

17 Commission order in Case No. EO-98-316, which was discussed at the beginning of your

18 testimony?

19 A. Yes, it was held on March 19, 1999 .

20 Q. What power supply issues were discussed at that meeting?

21 A. MPS presented its current energy supply plan including the PSA. A copy of the plan is

22 attached as Schedule FAD-23 .
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1 Q. Did the solicitation, evaluation and negotiations that led to the PSA comply with the

2 Commission's policies on affiliated transactions?

3 A. Yes . The process that led to the final pricing contained in the PSA was open to all

4 competitors . Both Staff and OPC were involved as it proceeded from start to finish .

5 They were kept informed throughout the entire process and given the opportunity to

6 comment and criticize. The process was conducted so as to comply with the

7 Commission's policy to assure appropriate the pricing between MPS and any of its

8 affiliates .

9 Regulatory Approval of the MPS/MEPPH Power Supply Agreement

10 Q. What regulatory approval provisions were contained in the PSA?

11 A. Since the PSA was an affiliate transaction, its terms and conditions required the approval

12 of the MoPSC and its acceptance for filing by the FERC.

13 Q. DidMPS seek approval of the PSA from the MoPSC?

14 A. Yes. On March 1, 1999, MPS filed an application seeking approval of the PSA. The

15 application was assigned Case No. EM-99-369 . A copy of the application is attached as

16 Schedule FAD-24.

17 Q. Did the MoPSC approve the PSA?

18 A. Yes. The Commission found that the PSA would benefit customers, did not violate

19 Missouri law, would not provide MEPPH an unfair advantage and was in the public

20 interest . The Commission issued its Order approving the PSA on May 4, 1999 . See

21 Schedule FAD-25.

22 Q. Did Staff provide advice to the Commission in Case EM-99-369?



1

	

A.

	

Yes. On April 5, 1999, Staff wrote two memoranda to the case file . The first

2

	

memorandum by Dr. Michael S . Proctor is attached as Schedule FAD-26. In his

3

	

memorandum, he references the report provided to Staff on February 8, 1999 (Schedule

4

	

FAD-22). Through Dr. Proctor's memorandum, Staff supported the application with the

5

	

following observations :

6

7

8
9

10

11

The PSA benefits consumers

The PSA does not violate any applicable state law
The PSA does not provide MEPPH any unfair competitive advantage by virtue of
its affiliation with NIPS

The PSA is in the public interest

15

	

proposed four conditions for approval of the application :
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12

	

The second memorandum was from Mr. Mark L. Oligschlaeger, Regulatory

13

	

Auditor V, and Mr. Steven Dottheim, Chief Deputy General Counsel . A copy of this

14

	

memorandum is attached as Schedule FAD-27 . Through this memorandum, Staff

16

	

"

	

Commission and Staff shall have access to all books, records, employees, officers,
17

	

affiliates and/or subsidiaries of MEPPH.

18

	

"

	

MEPPH shall employ such accounting procedures and controls as necessary to
19

	

enable review of same by Commission and Staff
20

	

"

	

Approval of the application shall not bind Commission regarding rate treatment of
21

	

the PSA

22

	

.

	

Approval of current application shall not mean approval of any future contracts
23

	

with any affiliate
24

25

	

Q.

	

Did any other party make any recommendations to the MoPSC concerning the

26 application?



1 A.

2

3

4 Q.

5

6 A.

7 Q.

8 A.

9

10 Q.

11 A.

13

14 Q.

Yes. The OPC filed a recommendation on March 1, 1999, which is attached as Schedule

FAD-28. The OPC recommendation included most of the items contained in the Staff

memoranda .

Did the Commission include any of the above recommendations in its Order of May 4,

1999?

Yes. The Commission included all of the conditions proposed by Staff.

Did MPS apply for approval of the PSA from the FERC?

Yes. On May 6, 1999, MPS requested that the FERC accept the PSA for filing . See

Schedule FAD-29.

Did the FERC accept the PSA for filing?

Yes. The FERC accepted the filing without suspension or hearing on July 2, 1999 . See

Schedule FAD-30.

Summary and Conclusions

Please summarize your testimony .

15

	

A.

	

Based on personal knowledge, I have testified that :

18

19

20

21

22

23

24

25

The Commission changed the rules and regulations applicable to the

acquisition of power supply resources by MPS through its order

issued on July 7, 1998 in Case No. EO-98-316. This Order directed

that :

a) MPS use short-term capacity markets to acquire new supply-side

resources through a competitive bidding process

b) Commission Staff and the OPC were given the opportunity to

comment on the RFP that MPS would issue to acquire

additional supply-side resources .
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c) MPS would provide Staff and OPC the results of its evaluation

2

	

of the proposals received in response to the RFP

3

	

2) MPS followed these rules and regulations in the process that led to

4

	

the PSA with MEPPH

5

	

3) Staff and OPC were made aware early in the RFP process that the

6

	

Company did not plan to construct a rate-based generating facility.

7

	

Neither Staff nor OPC objected to this plan .

8

	

4) Negotiations with Aquila Merchant were conducted at arms length

9

	

with no favoritism given to Aquila Merchant

10

	

5) The PSA represented the lowest cost power supply option available

11

	

to MPS at the time

12

	

6) Required regulatory approvals were sought and received

13
14

	

Q.

	

Did the Company enter into the PSA in order to enhance corporate profits at the

expense of its customers?

16

	

A.

	

No. Based upon my personal involvement in the RFP process and the

17

	

negotiations that led to the bid being awarded to MEPPH through the PSA, I

18

	

conclude that :
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19

	

1 . The Company did not require MPS to acquire capacity from an affiliate
20

	

". . .to increase Aquila/UtiliCorp's overall profits," as alleged on page 3,
21

	

lines 3 & 4, of Mr. Oligschlaeger's Direct Testimony. Rather, MPS
22

	

entered into the PSA with MEPPH because it represented the lowest cost
23

	

option available to MPS at that time .

24

	

2.

	

MPS entered into the PSA based upon its own independent analysis,
25

	

whose conclusions were confirmed and verified by Bums & McDonnell,
26

	

an independent third party. Contrary to Mr. Oligschlaeger's Direct
27

	

Testimony at page 6, where he states that "MPS did not make an
28

	

independent decision . . ." and that the Company " . .made the decision on
29

	

behalf of its MPS division," I can state unequivocally that MPS signed the
30

	

PSA without interference from its corporate owners after an independent
31

	

analysis demonstrated that the PSA was in the best interest of its
32

	

customers.
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Q.

	

Does this conclude your testimony at this time?

2

	

A.

	

Yes it does .

Rebuttal Testimony :
Frank A. DeBacker
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BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the matter of Aquila, Inc . d/b/a Aquila
Networks-MPS and Aquila Networks-L&P,
for authority to file tariffs increasing electric
rates for the service provided to customers in
the Aquila Networks-MPS and Aquila
Networks-L&P area

AFFIDAVIT OF FRANK A. DEBACKER

Case No. ER- 2004-0034

Case No. HR-ZOna_nroa

Frank A. DeBacker, being first duly sworn, deposes and says that he is the witness who
sponsors the accompanying testimony entitled "Rebuttal Testimony of Frank A. DeBacker;" that
said testimony was prepared by him and under his direction and supervision; that if inquiries
were made as to the facts in said testimony and schedules, he would respond as therein set forth ;
and that the aforesaid testimony and schedules are true and correct to the best of his knowledge,
information, and belief.
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My Commission expires :

Frank A. DeBacker

Subscribed and sworn to before me this

	

n16day of~'',	2004.

Notary Public`

	

Terry D. Lutes
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FRANK A. DEBACKER
7308 N. Richmond

Kansas City, MO 64158
816-781-0495

PROFESSIONAL OBJECTIVE
Part-time consulting position utilizing my management, leadership, communication and
engineering skills .

EDUCATION
B.S.E.E., Electrical Engineering, Wichita State University, Wichita, KS, 1967 .

Public Utilities Executives' Course, University of Idaho, Moscow, ID, 1988 .

Undergraduate business courses, University of Southern Colorado, Pueblo, CO, 1986-87; Fort
Hays State University, Hays, KS, 1978-84 .

Graduate mathematics courses, Wichita State University, Wichita, KS, 1969-71 .

PROFESSIONAL EXPERIENCE
Consultant. Self-Employed, 2001 - Present

Vice President, Fuel & Purchased Power. UtiliCorp United Inc., Kansas City, MO., 1995-
2001 . Responsible for the acquisition ofall long term power supply resources and coal fuel for
UtiliCorp's regulated electric operations in Missouri, Kansas and Colorado. Responsibilities
include :

"

	

Preparing requests for proposals and evaluation ofproposals for power supply .
"

	

Participation in the Integrated Resource Planning effort for the Missouri and Colorado
operations.

"

	

Supervising the acquisition of coal fuel supplies for production facilities in Missouri and
Colorado .

"

	

Strategic planning in the area of long term power supply strategy .
"

	

Development of near and long term fuel and purchased power budgets .
"

	

Support of rate case initiatives through the preparation of testimony in the area of power
supply costs.

Vice President, Power Supply & Engineering. WestPlains Energy, Pueblo, CO, 1992-95 .
Responsible, as a member of the division executive team, for developing strategic plans and
policies with direct functional responsibility for the following areas in the Colorado/Kansas
region :

"

	

Production - assured the continued, cost-effective production of reliable electric power by
directing the construction, operation, and maintenance of all company generating
facilities .

"

	

Environmental - ensured that WPE adapted and maintained a pro-active stance in
fulfilling its responsibilities under all current and future environmental laws and
regulations .

SCHEDULE FAD-1
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"

	

Engineering Services- designed and engineered additions, modifications and upgrades to
transmission and distribution system and provided engineering support services for the
production facilities and customer service department.

"

	

System Operations - ensured the continued supply ofreliable and economical energy to
meet current and future customer needs and monitors and directed the construction,
repair, maintenance and operation ofthe electrical transmission system .

Technical Operations Manager, WestPlains Energy (Fka CENTEL Corporation), Pueblo, CO,
1985-92 . Responsible for the direction and leadership of approximately 97 employees in the
following departments :

"

	

Engineering - planning, design and operation of all transmission and substation facilities,
including communications, system protection, and energy management.

"

	

Production - operation ofthree small fossil fuel steam plants with a total generating
capacity of 106 MW utilizing coal and natural gas as primary fuels .

"

	

Construction - construction and maintenance ofall substation facilities . Installation and
maintenance of electrical-mechanical equipment in generating plants .

"

	

Transportation/Maintenance - procurement and maintenance ofvehicle fleet . Installion
and maintenance of mechanical equipment in generating plants.

Other responsibilities included long term power supply negotiations, fuel procurement,
environmental compliance, major customer relations, and inter-utility operations .

Manager of System Studies, LEMCO Engineers, Inc., St . Louis, MO 198485 . Responsible for
the organization, staffing, supervision and development of system studies section. The system
studies section performed projects which addressed the requirements of the electric utility
industry including the areas of power supply, long and short range system expansion plans and
telecommunications .

Planning and Substation Engineer, MIDWEST ENERGY, Inc., Hays, KS, 1972-84 . Duties
and responsibilities included :

"

	

System Planning - responsible for total system planning effort. Specific duties included :
power requirement studies, transmission power flow and short circuit studies, and general
distribution system analysis .

"

	

Facilities Design - major projects included substations up to 230 kV and a system side
SCADA system .

"

	

Supervision - direct supervision ofpersonnel in the areas of substation construction and
maintenance, power plant maintenance, revenue metering, drafting, system operations,
and system analysis .

PROFESSIONAL DATA
Former Licensed professional engineer, States ofKansas and Colorado
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In the Matter of St . Joseph Light
and Power Company's Electric Resource
Plan Pursuant to 4 CSR 240-22 .

22 .010(2)(A)-(C), which states :

STAT$ OF MISSOURI
PUBLIC SERviCE COMMISSION

At a Session of the Public Service
Commission held at its office
in Jefferson City on the 7th
day of January, 1997 .

Case No . EO-96-5

ORDERREGARDING ST. JOSEPH LIGHT ANDPOWERCOMPANY'S

This docket was opened on July 10, 1995, for the purpose of allowing

St . Joseph Light and Power Company (SJLP) to file its integrated- resource

plan pursuant to 4 CSR 240-22 of the Commission's rules . In accordance

with chapter 22, the Commission published notice and allowed intervention

by proper parties . After substantial review of the SJLP filing, reports

on the filing were made by both the Staff of the Commission (Staff) and the

Office of the Public Counsel (OPC) .

In those reports alleged deficiencies were - outlined and discussed,

and resolution of those deficiencies was suggested . As a result, on

December 23, 1996, a joint agreement between the parties was filed,

(appended hereto as Attachment A) setting out a detailed plan to address

the alleged deficiencies noted by the Staff and the OPC . The joint

agreement purports to represent a complete resolution of all- issues

regarding this filing .

The Commission must determine whether SJLP has demonstrated, through

its filing and the execution of the joint agreement, substantial compliance

with the rules contained in Chapter 22 and, more specifically, whether

SJLP's resource planning meets the requirements set out in 4 CSR 240-

SCHEDULE FAD-2
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(2) The fundamental objective of the resource
planning process at electric utilities shall be to
provide the public with energy services that are
safe, reliable and efficient, at just and
reasonable rates, in a manner that adequately
serves the public interest . This objective
requires that the utility shall--

(A) Consider and analyze demand-side efficiency
and energy management measures on an equivalent
basis with supply-side alternatives in the resource
planning process ;

'(B) Use minimization of the present worth of
long-run utility costs as the primary selection
criterion in choosing the preferred resource plan ;
and

(C) Explicitly identify and, where possible,
quantitatively analyze any other considerations
which are critical to meeting the fundamental
objective of the resource planning process, but
which may constrain or limit the minimization of
the present worth of expected utility costs . The
utility shall document the process and rationale
used by decision makers to assess the tradeoffs and
determine the appropriate balance between
minimization of expected utility costs and these
other considerations in selecting the preferred
resource plan and developing contingency options .
These considerations shall include, but are not
necessarily limited to, mitigation of --

1 . Risks associated with critical uncertain
factors that will affect the actual costs
associated with alternative resource plans ;

2 . Risks associated with new or more stringent
environmental laws or regulations that may be
imposed at some point within the planning horizon ;
and

3 . Rate increases associated with alternative
resource plans .

The parties characterize the agreement as being a proposal by which

the Commission would allow SJLP to submit a resource planning analysis that

.is focused on those areas the parties believe to be relevant to SJLP's

resource needs over the next 6 years . The parties are of the opinion that

2 SCHEDULE FAD-2
Page 2 of 15



JHN .LC.GOLJ4

	

J : :i1Hl"I

	

kiRYllON . SWLHKtNGEN, IL t;NGLHNI)

the agreed-upon analysis and periodic filings required in the joint

agreement are in keeping with the Commission's resource planning rules .

Generally, the areas specified in the joint agreement in which

alleged deficiencies exist and in which various solutions were agreed to

are in the areas of load analysis and forecasting, demand-side and supply-

side analysis, and the creation of a contingency plan . As set out in the

joint agreement, SJLP has agreed to perform various analyses, plans and

other determinations in the above-stated areas, and make periodic filings

and reports in this docket .

After review of the integrated resource plan filing and joint

agreement, the Commission finds that SJLP has made substantial effort to

achieve compliance with 4 CSR 240-22 . The Commission regards the

integrated resource plan process as An ongoing one and will allow this

docket to remain open for the filing and review of the varioux matters as

set out in the joint agreement of December 23, 1996 . The commission will

order SJLP to take the actions specified in the joint agreement of December

23, 1996, and will allow the parties to submit reports to the Commission

on any subsequent filing and to continue necessary discovery .

1T is THEREFORE ORDERED:

	

. . . . . .

	

. .

	

.

1 . That St . Joseph Light and Power Company is hereby ordered to do

and perform all those matters agreed to in the joint agreement in this

case, filed December 23, 1996 .

2 . That the integrated resource plan filed by St . Joseph Light and

Power Company has met the requirements of Chapter 22 of the Commission's

rules, pending continued compliance as set out in the joint agreement of

December 23, 1996 .

NO. bbl

	

Y.~~lb
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3 . That this docket will remain open for periodic filings by

St . Joseph Light and Power Company and periodic reports by the remainder

of the parties regarding those filings .

4 . That this order shall become effective on the date hereof .

BY TIM COMMISSION

(S E A L)

Zobrist, Chm ., McClure,
Crumpton, and Drainer, CC ., Concur .
Kincheloe, C ., absent .

ALJ : Derque

Cecil L Wright
Executive Secretary

SCHEDULE FAD-2
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'Company's Electric Resource Plan

	

)

	

Case No. EO-96-5
Pursuant to 4 CSR 240-22.

	

)

No. bbl
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Attachment A

FIL E1)
,

BEFORE THE PUBLIC SERVICE COMMISSION

	

DEC231996OFTHE STATE OF MISSOURI
'

	

PUAUCSfRAftVjCECO/
In the Matter of St, Joseph Light & Power

	

)

	

SS1pH

JONC AGREEMENT AND F LiN

Comes now St. Joseph Light & Power Company (SJLP or Company); Commission Staff

(Staff) ; and the Office of the Public Counsel (OPC), pursuant to 4 CSR 20.0-22.080(8) of the

Commission's rules on Electric Utility Resource Planning, and submit this Unanimous Agreement

agreement .

regarding the recommendations parties have made regarding SJLP's Electric Resource Plan .

To the extent that all of the parties agree, this document constitutes a unanimous agreement

between SJLP and such parties as to these recommendations . Furthermore, the parties waive their

respective rights under section (9) of4 CSR 240"22.080 to file a response or comments and there

will be no need for a hearing by the Commission, The parties are ready and willing to respond to

any questions of the Commission which may anat .Aring its consideration of this unanimous

This Joint Agreement and Filing has resulted from extensive negotiation among the

signatories and the terms hereof arc interdependent In the event the Commission does not approve

and adopt this Joint Agreement and Filing in total, then this Joint Agreement and Filing shall be

void and no signatory shall be bound by any of the agreements or provisions hereof.

In the event the Commission acdepts the specific terms of the Joint Agreement and Filing,

the Parties waive, with respect to the issues resolved herein: their respective rights pursuant to

Section 536.080.1 RSMo 1994 to present testimony, cross-examine witnesses, and present oral

SCHEDULE FAD-2
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argument and written briefs ; their respective rights to the reading of the transcript by the

Commission pursuant to Section 536.0802 RSMo 1994 ; and their respective tights to judicial review

pursuant to Section 386.510 RSMo 1994,

1frequested by the Commission, the Staffshall have the right to submit to the Commission

a memorandum explaining its rationale for entering into this Joint Agreement and Filing . Each Party

of record shall be served with a copy of any memorandum and shall be entitled to submit to the

Commission, within five (5) days of receipt of Staf#'s memorandum, a responsive memorandum

which shall also be served on all parties . All memoranda submitted by the parties shall be

considered privileged in the same manner as arc settlement discussions under the Commission's

rules, shall be maintained on a confidential basis by all parties, and shall not become a part of the

record of this proceeding or bind or prejudice the party submitting such memonandtim in any further

proceeding_ or in this proceeding whether or not the Commission, approves this Joint Agreement and

Filing . The contents of any memorandum provided by any party are its own and are not acquiesced

NU .bbl F' .b/15

in or otherwise adopted by the other signatories to the Joint Agreement andFiling, whether or not

the Commission approves and adopts this Joint Agreement and Filing.

The Staff shall also have the right to provide, at any agenda meeting at which this Joint

Agreement and Filing is noticed to be considered by the Commission, whatever oral explanation the

Commission requests, provided that the Staffshall, to the extent reasonably practicable, provide the

other parties with advance notice of when the Staff shall respond to the Commission's request for

such explanation once such explanation is requested from StaffE Staffs oral explanation shall be

subject to public disclosure, except to the extent it refers to matters that are privileged or protected

from disclosure pursuant to any Protective Order issued in this case.
SCHEDULE FAD-2
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I. THECONTEXT OF THEAGREEMENT

This agreement is submitted by the undersigned parties as a "joint agreement on a plan" to

remedy the identified alleged deficiencies as contemplated by 4 CS), 240"22.080(8) . St. Joseph

Light & Power Company (SXP or Company) has filed its 1996 Electric Resource Plan (ERP) with

the Missouri Public Service Commission (Commission) which documented the Company's decision

to (1) replace the generation from purchased power contracts terminating in the year 2000 and

(2) meet load growth with a ten-year contract to purchase up to 100 megawatts tom, the Nebraska

Public Power District . Since SJLP's current forecasts do not anticipate the need for additional

purchases of any significance or for the construction of generation facilities until after 2006, and

barring substantial changes in load growth of an unexpected change in the availability of existing

generation capacity (owned or under contract), SJLP will not need to make decisions regarding any

significant supply-side additions until its Commission required ERP fling in 2002 . It is in this

context that the parties recommend that SJLP's scheduled 1999 ERP filing be paodified as provided

in this agreement

The parties to this agreement have considered whether or not this agreement constitutes a

request for a "complete waiver" from the Commission's ERP rules . There is an understanding

among the parties that what is contained in this agreement does not constitute a request for a

"complete waiver" from the Commission's ERP rules . Instead, it is a proposal by which the

Commission would allow SJLP to submit resource planning analysis that is focused on areas that

the parties believe to be relevant to the Company's resource needs over the next six years, and that

is also consistent with the "spirit" and "intent"of the Commission's ERP roles . Thus, the parties

SCHEDULE FAD-2
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believe that the analysis and filings, which are set out and committed to in this agreement, are in

keeping with the general analysis and filings required by the Commission's ERP rules and do not

constitute a "complete waiver" tom the rules .

The parties to this agreement have also discussed the possibility ofretail competition and the

effect it would have on resource planning for SJLP. There is consensus that retail competition could

have a major impact on SJLP's obligation to provide both supply-side and demand-side resoumes

for those who are currently its native load customers . If, because of retail competition, the

Commission rescinds or suspends the operation of 4 CSR 240-22 before the date of SJLP's 1999

filing, the parties agree that SJLP will not be required to continue the analysis and make the filing

herein scheduled for its 1999 filing date. lt, because of retail competition, the Commission modifies

4 CSR 240-22, or for any other reason, the Commission rescinds,, suspends the operation of or

modifies 4 CSR 240-22 before the scheduled dates set cu: herein, the parties agree to ...negotiate the

terms of this agreement to meet the stated intent of the Commission, and in the event that a new

agreement cannot be reached, the parties may present their positions to the Commission for final

determination .

SJLP may request extensions of any of tba filing dates herein should unforeseen

circumstances arise . SJLP may request waivers of any of the requirements herein on the basis that

completing a requirement would not be cost effective .

Page 4
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II . THECONTENT OF THEAGREEMENT

Load Analysis and ForecastingHim:
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In order to address the deficiencies alleged by Office of the Public Counsel (OPC) in its

November 8, 1996, filing and Missouri Public Service Commission Staff (Stall in its November 8,

1996, filing with respect to 4 CSR 240-22.030 and in lieu of its 1999 filing to meet the detailed list

of requirements on 4 CSR 240-22.030 and taking, into account the agreements in Section I, SJLP

agrees to file :

(1) By July 31, 1997 - a report which covers the Company's proposal for incorporating
load research and end-use information into its peak demand forecast ;

(2) At its scheduled 1999 filing date - estimates ofweather normalized hourly demands for
its net system load for the period 1990 through 1998 ;

(3) At its scheduled 1999 filing date - estimates of weather normalized monthly energies
and demands at time of monthly system peaks for each of its major classes, including
estimates of losses, and separate estimates for the hours of the summer and winter
peaks, all covering the period 1990 through 1998 and reconciled with the estimates in
(2) for each month as well as the hours of summer and winter peaks;

(4) At its scheduled 1999 filing date - estimates of end-use hourly demands (weather and
non-weather sensitive end uses at a minimum) for each of the-major classes over the
1990 through 1998 period that are reconciled with the estimates of monthly energies,
monthly peaks and seasonal peaks in (3) above ; and

(S) At its scheduled 1999 filing-date -tenyear forecasts for summe"r'and winter coincident
peak demands for the system as well as .for the major classes ; and ten year forecasts for
monthly energies for the system as well as for the major classes .

Demand-Side Resource Filings;

Page 5
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In order to address the deficiencies alleged by OPC And Staff with respect to

4 CSR 240-22.050 and in lieu of its 1999 filing to meet the detailed list of requirements on

4 CSR 240-22,050 and taking into account the agreements in Section l, SJLP agrees to file:

(6) By July 31, 1997 - an explanation of what caused the change from the demand-side
resources in its preferred resource plan to the demand-side programs in its marketing
plan, including:

Page 6

Estimates of the capacity and energy savings that are expected from each of the
demand-side programs described in its marketing plan; and

Comprehensive impact and process evaluation plans for each of the demand-
side programs in its marketing plan ;

(7) For the end-uses found to be cost-effective in the program screening analysis of its
filing, SJLP will determine the market barriers to implementation for various market
segments . Market barriers considered will at least include, but not be limited to : high
up-front costs, split incentives and limited product and service availability in local
markets. Demand-side programs will then be designed that combine the end-use
measures by common market barriers and customer market segments, The delivery
mechanisms considered will range from low intensity (e.g., information only) to high
intensity (e.g., low-interest financing, rebates or shared savings), The information
obtained from consideringa range of mechanisms will be utilized in determining which
mechanisms are necessary to obtain the demand-side resource in SJLP's preferred
resource plan and in developing contingency plans. By January31, 1998, SJLP wfll file
a report describing:

The details of the program design to achieve the demand-side resources fn its
preferred plan including the targeted market segments, the barriers that SJLP
.Will attempt to overcome and the delivery mechanism chosen;

The impact and process evaluation plans for the programs; and

Detailed implementation schedules for the years 1998 and 1999 .

(8) By January 31, 1998 - a cost-effective demand-side program designed for low-income
residential customers to overcome market barriers that are specific to this group ; and
develop both implementation and evaluation plans for these low-income demand-side
programs, with scheduled implementation for 1998,

SCHEDULE FAD-2
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(9) For building shell thermal integrity and RVAC related measures that were not
screened for the residential and commercial new construction market segments, SJLP
will perform the following analyses and tasks :

Determine which measures are cost effective ;

" Determine the market barriers to implementation . Market barriers considered
will include but not be limited to : high up-front costs, split incentives and
limited product and service availability in local markets;

" Design programs that combine the end-use measures by common market
barriers ;

" Consider delivery mechanisms ranging from low intensity (e.g ., information
only) to high intensity (e.g., low-interest financing, rebates or shared savings) .
A home rating system will also be considered as a delivery mechanism for the
residential new construction market segment ; and

" Perform cost effectiveness screening.of the new construction programs for the
residential and commercial market segments .

By SJLP's scheduled 1999 filing date, it will file a report describing:

" The measure screening rtsults for building shell thermal integrity and HVAC
related measures ;

" The details of the program design for residential and commercial new
construction programs;

" The impact and process evaluation plans for these programs; and

" Detailed implementation schedules.

With respect to the additional analysis that SJLP has agreed to perform in item (7) above,

Staffand OPC agree that they will not request that the Commission require SJLP to revise the 4 CSR

240-22.060 and 4 CSR 240-22.070 analysis that it has already performed for its 1996 ERP filing .

+qup.Illy-Side Resource Filings :

Page 7
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In order to address the deficiencies alleged by OPC and Staff with respect to 4 CSR 240-

22.040 and in lieu of its 1999 filing to meet the detailed list of requirements on 4 CSR 240-22.040

and taking .into account the agreements in Section 1, SJLP agrees to file :

(10)At its scheduled 1999 filing date - a report that includes the following elements:

Determination of the physical condition of each of the units and common
facilities at its Lake Road plant, including the likelihood of failure for
components that are determined to be critical ;

" Determination of the effect that maintaining versus refurbishing would have on
the likelihood ofcomponent failure;

" Determination of the levels and changes in costs of maintaining versus
refurbishing the Lake Road plant; and

Evaluate the overall cost effectiveness of maintainingversus refurbishing versus
retiring, taking into account the uncertainties associated with the following
areas - component failure, cost of replacement power, availability of
replacement power, peak load growth, and environmental regulations.

Contingency Plan Pilings:

In order to address the deficiencies alleged by OPC and Staff with respect to 4 CSR 240-

22.070(10) of the Commission's rules and in lieu of its 1999 filing to meet the detailed list of

requirements on 4 CSR 240-22,070(10), SJLP agrees to file :

(11) By July 31, 1997 - a contingency plan that includes the following elements :

" The ranges or combinations of outcomes for the,critical uncertain factors that
define the limits within which the preferred resource plan is judged to be
appropriate;

a An explanation of how these limits were determined;

Page a

A set,of contingency options that are judged to be appropriate responses to
extreme outcomes of the critical uncertain factors;

SCHEDULE FAD-2
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An explanation of why these contingency options are judged to be appropriate
responses to the specified outcomes ;

A process for monitoring the critical uncertain factors on a continuous basis and
reporting significant changes ip a timely fashion to those managers or officers
who have the authority to direct the implementation of contingency options
when the specified limits for uncertain factors ore exceeded ; and

Consideration of the following critical uncertain factors in SJLP's contingency
analysis:

The price of purchases oIf short-term capacity and energy, as well as how
those prices might vary,with increasing demands made by SJLP within
a given year;

	

;

14 The limits to the amount of capacity available for purchase in the short-
term markets;

The effectiveness of various delivery mechanisms for achieving demand-
side reductions ;

The effectiveness of rate programs in achieving demand-side reductions;

The level of growth in su4mmer peak demand; and

The operational life of Unit tj3 at the Lake Road plant.

(12) At its scheduled 1999 filing date- an implementation plan as defined by 4 CSR240-
22.070(9) to update SJLP's implementation plan currently on file with the Commission
as modified pursuant to requirements! (7) and (8) of this agreement and an update to
the contingency plan filed July 31, 197 that meets the requirements of 4 CSR 240-
2z.070(10)(D) and (E).

The patties to this agreement understand that if there are any significant changes in the

preferred resource plan which SJLP currently has; on file with the Commission, the requirements of

4 CSR 240-22.080(10) still apply. Specifically, SJLP will notify the Commission within sixty (60)

days of its determination to change its preferred resource plan . If this change results in SJLP's

Ne9
SCHEDULE FAD-2
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STATE OF MISSOURI
OFFICE OF THE PUBLIC SERVICE COMriussION

I have compared the preceding copy with the original on file in this office and

I do hereby certify the same to be a true copy therefrom and the whole thereof.

WITNESSmy hand and seal of thePublic Service Commission, at Jefferson City,

Missouri, this

	

7

	

dayof

	

JANUARY

	

, 1997.

Cecil L Wright
Executive Secretary

SCHEDULE FAD-2
Page 14 of 15
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intention to implement resource options before its 1999 filing that are different from those in its

preferred resource plan, SJLP will include in its filing a revised implementation plan .

WHEREFORE, the signatories respectfully request that the Commission issue its order

approving the terms of this Joint Agreement and Filing as soon as practicable .

Respectfully submitted,

'McClellan
Missouri Bar No. 45507
P . O . Box 360
Jefferson City, MO 65102
573/751-4140
573/751-9285 (fax)

ATTORNEY FOR THE
MISSOURI PUBLIC SERVICE
COMMISSION

Gary W.

	

fy
Missouri Bar No. 24905
P. 0 . Box 456
Jefferson City, MO 65 101
573/635-7166
573/635-3847 (fax)

ATTORNEY FOR
ST. JOSEPH LIGHT AND POWER

Page 10

Lewis R. Mills, Jr.
Missouri Bar No. 35275
P. O. Box 7800
Jefferson City, MO 65102
573/751-5560
573/751-5562 (fax)

ATTORNEY FOR THE
OFFICE OF THE PUBLIC COUNSEL

CERTIFICATE OF SERVICE

I hereby certify that copies of the foregoing have been mailed or hand-delivered to all counsel of
record as shown on the attached service list this 23rd day ofDecember, 1996 .
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PROFESSIONAL OBJECTIVE
Part-time consulting position utilizing my management, leadership, communication and
engineering skills .

EDUCATION
B .S.E.E., Electrical Engineering, Wichita State University, Wichita, KS, 1967 .

Public Utilities Executives' Course, University of Idaho, Moscow, ID, 1988 .

Undergraduate business courses,, University of Southern Colorado, Pueblo, CO, 1986-87 ; Fort
Hays State University, Hays, KS, 1978-84 .

Graduate mathematics courses, Wichita State University, Wichita, KS, 1969-71 .

PROFESSIONAL EXPERIENCE
Consultant. Self-Employed, 2001 - Present

FRANK A. DEBACKER
7308 N. Richmond

Kansas City, MO 64158
816-781-0495

Vice President, Fuel & Purchased Power. UtiliCorp United Inc., Kansas City, MO., 1995-
2001 . Responsible for the acquisition of all long term power supply resources and coal fuel for
UtiliCorp's regulated electric operations in Missouri, Kansas and Colorado . Responsibilities
include :

"

	

Preparing requests for proposals and evaluation of proposals for power supply .
"

	

Participation in the Integrated Resource Planning effort for the Missouri and Colorado
operations .

"

	

Supervising the acquisition of coal fuel supplies for production facilities in Missouri and
Colorado .

"

	

Strategic planning in the area of long term power supply strategy .
"

	

Development of near and long term fuel and purchased power budgets.
"

	

Support of rate case initiatives through the preparation oftestimony in the area ofpower
supply costs .

Vice President, Power Supply & Engineering . WestPlains Energy, Pueblo, CO, 1992-95 .
Responsible, as a member of the division executive team, for developing strategic plans and
policies with direct functional responsibility for the following areas in the Colorado/Kansas
region :

"

	

Production - assured the continued, cost-effective production of reliable electric power by
directing the construction, operation, and maintenance of all company generating
facilities .

"

	

Environmental - ensured that WPE adapted and maintained a pro-active stance in
fulfilling its responsibilities under all current and_ future environmental laws and
regulations.

SCHEDULE FAD-1
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"

	

Engineering Services- designed and engineered additions, modifications and upgrades to
transmission and distribution system and provided engineering support services for the
production facilities and customer service department .

"

	

System Operations - ensured the continued supply ofreliable and economical energy to
meet current and future customer needs and monitors and directed the construction,
repair, maintenance and operation of the electrical transmission system.

Technical Operations Manager, WestPlains Energy (Fka CENTEL Corporation), Pueblo, CO,
1985-92 . Responsible for the direction and leadership of approximately 97 employees in the
following departments :

"

	

Engineering - planning, design and operation of all transmission and substation facilities,
including communications, system protection, and energy management.

"

	

Production - operation of three small fossil fuel steam plants with a total generating
capacity of 106 MW utilizing coal and natural gas as primary fuels .

"

	

Construction - construction and maintenance of all substation facilities . Installation and
maintenance of electrical-mechanical equipment in generating plants .

"

	

Transportation/Maintenance - procurement and maintenance of vehicle fleet. Installion
and maintenance of mechanical equipment in generating plants .

Other responsibilities included long term power supply negotiations, fuel procurement,
environmental compliance, major customer relations, and inter-utility operations .

Manager of System Studies, LEMCO Engineers, Inc ., St . Louis, MO 1984-85 . Responsible for
the organization, staffing, supervision and development of system studies section. The system
studies section performed projects which addressed the requirements of the electric utility
industry including the areas ofpower supply, long and short range system expansion plans and
telecommunications .

Planning and Substation Engineer, MIDWEST ENERGY, Inc., Hays, KS, 1972-84 . Duties
and responsibilities included :

"

	

System Planning - responsible for total system planning effort . Specific duties included :
power requirement studies, transmission power flow and short circuit studies, and general
distribution system analysis .

"

	

Facilities Design - major projects included substations up to 230 kV and a system side
SCADA system .

"

	

Supervision - direct supervision ofpersonnel in the areas ofsubstation construction and
maintenance, power plant maintenance, revenue metering, drafting, system operations,
and system analysis .

PROFESSIONAL DATA
Former Licensed professional engineer, States of Kansas and Colorado

SCHEDULE FAD-1
Page 2 of 2



JHN .GG .G16164

	

`J :11HN

	

BKYVUN, bWEHKLNVLN . X. ENILHNL

	

NU.bbU

STATE OF MISSOURI
PUBLIC SERVICE COMMISSION

At a session of the Public service
Commission held at its office
in Jefferson City on the 7th
day of January, 1997 .

In the Matter of St . Joseph Light

	

)
and Power Company's Electric Resource )

	

Case No . EO-96-5
Plan Pursuant to 4 CSR 240-22 .

	

)

ORDERREGARDING ST. JOSEPH LTGHT AND POWERCOMPANY'S

by proper parties . After substantial review of the SJLP filing,

on the filing were made by both the Staff of the commission (Staff)

Office of the Public Counsel (OPC) .

In those reports alleged deficiencies were outlined and discussed,

and resolution of those deficiencies was suggested . As a result, an

December 23, 1996, a joint agreement between the parties was filed,

(appended hereto as Attachment A) setting out a detailed plan to address

the alleged deficiencies noted by the Staff and the OPC .

agreement purports to represent a complete resolution of

regarding this filing .

The Commission must determine whether SJLP has demonstrated, through

its filing and the execution of the joint agreement, substantial compliance

with the rules contained in chapter 22 and, more specifically, whether

SJLP's resource planning meets the requirements set

22 .010(2)(A)-(C), which states ; ,

	

SCHEDULE FAD-2
Page 1 of 15

This docket was opened on July 10, 1995, for the purpose of allowing

St . Joseph Light and Power Company (SJLP) to file its integrated resource

plan pursuant to 4 CSR 240-22 of the Commission's rules . In accordance

with Chapter 22, the Commission published notice and allowed intervention

reports

and the

The joint

all- issues

out in 4 CSR 240-
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(2) The fundamental objective of the resource
planning process at electric utilities shall be to
provide the public with energy services that are
safe, reliable and efficient, at just and
reasonable rates, in a manner that adequately
serves the public interest . This objective
requires that the utility shall--

(A) Consider and analyze demand-side efficiency
and energy management measures on an equivalent
basis with supply-side alternatives in the resource
planning process :

(B) Use minimization of the present worth of
long-run utility costs as the primary selection
criterion in choosing the preferred resource plan :
and

(C) Explicitly identify and, where possible,
quantitatively analyze any other considerations
which are critical to meeting the fundamental
objective of the resource planning process, but
which may constrain or limit the minimization of
the present worth of expected utility costs . The
utility shall document the process and rationale
used by decision makers to assess the tradeoffs and
determine the appropriate balance between
minimization of expected utility costs and these
other considerations in selecting the preferred
resource plan and developing contingency options .
These considerations shall include, but are not
necessarily limited to, mitigation of --

1 . Risks associated with critical uncertain
factors that will affect the actual costs
associated with alternative resource plans :

2 .

	

Risks associated with new or more stringent
environmental laws or regulations that may be
imposed at some point within the planning horizon ;
and

3 . Rate increases associated with alternative
resource plans .

The parties characterize the agreement as being a proposal by which

the Commission would allow SJLP to submit a resource planning analysis that

.is focused on those areas the parties believe to be relevant to SJLP's

resource needs over the next 6 years . The parties are of the opinion that

2 SCHEDULE FAD-2
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the agreed-upon analysis and periodic filings required in the joint

agreement are in keeping with the commission's resource planning rules .

Generally, the areas specified in the joint agreement in which

alleged deficiencies exist and in which various solutions were agreed to

are in the areas of load analysis and forecasting, demand-side and supply-

side analysis, and the creation ofa contingency plan .

	

As set out in the

joint agreement, SJLP has agreed to perform various analyses, plans and

other determinations in the above-stated areas, and make periodic filings

and reports in this docket .

After review of the integrated resource plan filing and joint

agreement, the Commission finds that BJLP has made substantial effort to

achieve compliance with 4 CSR 240-22 . The Commission regards the

integrated resource plan process as an ongoing one and will allow this

docket to remain open for the filing and review of the various matters as

set out in the joint agreement of December 23, 1996 . The Commission will

order SJLP to take the actions specified in the joint agreement of December

23, 1996, and will allow the parties to submit reports to the Commission

on any subsequent riling and to continue necessary discovery .

IT IS THMREFORT ORDERED:

	

. . . .. .

	

. .

That St . Joseph Light and Power Company is hereby ordered to do

and perform all those matters agreed to in the joint agreement in this

case, filed December 23, 1996 .

2 . That the integrated resource plan filed by St . Joseph Light and

Power Company has met the requirements of Chapter 22 of the Commission's

rules, pending continued compliance as set out in the joint agreement of

December 23, 1996 .

NV.661

	

F'. 3/1!D
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3 . That this doc)cet will retrain open for periodic filings by

St . Joseph Light and Power company and periodic reports by the remainder

of the parties regarding those filings .

4 . That this order shall become effective on the date hereof .

COIVIMYSSTON

(S E A L)

Zobrist, Chm ., McClure,
Crumpton, and Drainer, CC ., Concur .
Kincheloe, C ., Absent .

ALJ : Derque

Cecil L Wright
Executive Secretary

SCHEDULE FAD-2
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In the Matter of St, Joseph Light & Power

	

)
Company's Electric Resource Plan

	

)

	

Case No. EO-96-5
Pursuant to 4 CSR 240-22 .

	

)

Comes now St. Joseph Light & Power Company (SJLP or Company); Commission Staff

(Staff) ; and the Office of the Public Counsel (OPC), pursuant to 4 CSR 240-22.080(8) of the

Commission's rules on Electric Utility Resource Planting, and submit this Unanimous Agreement

k3KYllON, SWLHHLNGtN, X LNGLHNO

BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

JOINT AGREEMENT AND FILING

NU .bbl F' .7~17

Attachment A

regarding the recommendations parties have made regarding SJLP's Electric Resource Plan,

FILEDf2 31996

PB81,1C
'SERVICE

To the extent that all of the parties agree, this document constitutes a unanimous agreement

between SJLP and such parties as to these recommendations. Furthermore, the parties waive their

respective rights under section (9) of4 CSR 240-22,080 to file a response or eomments and there

YAII be no need for a hearing by the Commission. The parties are ready and willing to respond to

any questions of the Commission which may a. ;ge. Slutiag its consideration of this unanimous

agreement.

This Joint Agreement and Filing has resulted from extensive negotiation among the

signatories acid the terms hereof are interdependent . In the event the Commission does not approve

and adopt this 3oint Agreement and Filing in total, then this Joint Agreement and Filing shall be

void and no signatory shall be bound by any of the agreements or provisions hereof

In the event the Commission accepts the specific terms of the Joint Agreement and Filing,

the Parties waive, with respect to the issues resolved herein : their respective rights pursuant to

Section 536.080.1 RSMo 1994 to present testimony, cross-examine witnesses, and present oral

SCHEDULE FAD-2
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argument and written' briefs ; their respective rights to the reading of the transcript by the

Commission pursuant to Section 536.080.2 RSMa 1994 ; and their respective rights to judicial review

pursuant to Section 386.510 RSMo 1994 .

NU.bbi r.b/lb

Ifrequested by the Commission, the Staffshall have the right to submit to the Commission

a memorandum explaining its rationale for entering into this joint Agreement and Filing . Each Party

of record shall be served with a copy of any memorandum and shall be entitled to submit to the

Commission, within five (5) days ofreceipt of Staffs memorandum, a responsive memorandum

which shall also be served on all parties . All memoranda submitted by the parties shall be

considered privileged in the same manner as are settlement discussions under the Commission's

rules, shall be maintained on a confidential basis by all parties, and shall not become a part of the

record ofthis proceeding or bind or prejudice the party submitting such memorandum in any further

proceeding or in this proceeding whether or not the ComMtssior. approves this joint Agreerne." and

Filing . The contents of any memorandum provided by any party are its own end are not acquiesced

in or otherwise adopted by the other signatories to the Joint Agreement and Filing, whether or not

the Commission approves and adopts this Joint Agreement and Filing.

The Staff shell also have the right to provide, at any agenda meeting at which this Joint

Agreement and Filing is noticed to be considered by the Commission, whatever oral explanation the

Commission requests, provided that the staffshall, to the extent reasonably practicable, provide the

other parties with advance notice of when the Staff shall respond to the Commission's request for

such explanation once such explanation is requested from Staff Staffs oral explanation shall be

subject to public disclosure, except to the extent it refers to matters that are privileged or protected

from disclosure pursuant to any Protective Order issued in this case .
SCHEDULE FAD-2
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I. THE CONTEXTOF THEAGREEMENT

This agreement is submitted by the undersigned parties as a "joint agreement on a plan" to

remedy the identified alleged deficiencies as contemplated by 4 CS)? 240-22.080(8) . St . Joseph

Light 8a Power Company (SJLP or Company) has filed its 1996 Electric Resource Plan (ERP) with

the Missouri Public Service Commission (Commission) which documented the Company's decision

to (1) replace the generation from purchased power contracts terminating in the year 2000 and

(2) meet load growth with a ten-year contract to purchase up to 100 megawatts from the Nebraska

Public Power District . Since SJLP's current forecasts do aot anticipate the need for additional

purchases of any significance or for the construction of generation facilities until after 2006, and

barring substantial changes in load growth of an Unexpected change in the availability of existing

generation capacity (owned or under contract), SJLP wilt not need to make decisions regarding any

significant supply-side additions until its Commission required ERP filing in 2002, It is in this

context that the patties recommend that SJLP's scheduled 1999 ERP filing be modified as provided

in this agreement .

The parties to this agreement have considered whether or not this agreement constitutes a

request for a "complete waiver" from the Commission's ERP rules. There is an understanding

among the parties that what is contained in this agreement does not constitute a request for a

"complete waiver" from the Commission's ERP rules . Instead, it is a proposal by which the

Commission would allow SJLP to submit resource planning analysis that is focused on areas that

the parties believe to be relevant to the Company's resource needs over the next six years, and that

is also consistent with the "spirit" and "intent"of the Commission's BRP rules . Thus, the parties

SCHEDULE FAD-2
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believe that the analysis and filings, which are set out and committed to in this agreement, are in

keeping with the general analysis and filings required by the Commission's ERP rules and do not

constitute a "complete waiver" from the rules .

The parties to this agreement have also discussed the possibility ofretail competition and the

effect it would have on resource planning for SJLP. There is consensus that retail competition could

have a major impact on SJI.P's obligation to provide both supply-side and demand-side resources

for those who are currently its native load customers . If, because of retail competition, the

Commission rescinds or suspends the operation of 4 CSR 240-22 before the date of SJLP's 1999

filing, the parties agree that SJLP wilt not be required to continue the analysis and make the filing

herein scheduled for its 1999 filing date . If, because of retail competition, the Commission modifies

4 CSR 240-22, or for any other reason, the Commission rescinds, . suspends the operation of or

modifies 4 CSR 244-22 before
the schedule! a°Ses set out herein, *be parties agree torrenegou...ate

terms of this agreement to meet the stated intent of the Commission, and in the event that a new

agreement cannot be reached, the parties may pregent their positigns to the Commission for final

determination .

SJLP may request extensions of any of the filing dates herein should unforeseen

circumstances arise . SJLP may request waivers of any of the requirements herein on the basis that

completing a requirement would not be cost effective .

Page 4
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November 8, 1996, filing and Missouri Public Service Commission Staff(Staff) in its November 8,

1996, filing with respect to 4 CSR 240-22.030 and in lieu of its 1999 filing to meet the detailed list

of requirements on 4 CSR 240-22.030 and taking into account the agreements in Section I, SILP

agrees to file :

t3Kruun, SwtHKtn .Ln . & LMLHNS)

II . THE CONTENT OF THE AGREEMENT

NU.bbt r.y/it~

In order to address the deficiencies alleged by Office of the Public Counsel (OPC) in its

(1) By July 31, 1997 - a report which covers the Company's proposal for incorporating
load research and end-use information into its peak demand forecast ;

(2) At its scheduled 1999 filing date - estimates ofweather normalized hourly demands for
its net system load for the period 1990 through 1998 ;

(3) At its scheduled 1999 filing date - estimates of weather normalized monthly energies
and demands at time of monthly system peaks for each of its major classes, including
estimates of losses, and separate estimates for the hours of the summer and winter
peaks, all covering the period 1990 through !998 and reconciled with the estimates in
(2) for each mouth as well as the hours of summer and winter peaks;

(4) At its scheduled 1999 filing date - estimates of end-use hourly demands (weather and
non-weather sensitive end uses at a minimum) for each of the-major classes over the
1990 through 1998 period that are reconciled with the estimates of monthly energies,
monthly peaks and seasonal peaks in (3) above ; and

(5) At its scheduled 1999 filing -date - -ten -year forecasts for summerand*Winter coincident
peak demands for the system as well as for the major classes ; and ten year forecasts for
monthly energies for the system as well as for the major classes .

Demand-Side Resource Filings :

Page 5
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In order to address the deficiencies alleged by OPC end Staff with respect to

4 CSR 240.22.050 and in lieu of its 1999 filing to meet the detailed list of requirements on

4 CSR 240-22,050 and taking into account the agreements in Section I, SJLP agrees to file :

(6) By July 31, 1997 - an eXplanation of what caused thechange from the demand-side
resources in its preferred resource plan to the demand-side programs in its marketing
plan, including:

	

,

Estimates ofthe capacity and energy savings that are expected from each ofthe
demand-side programs described in its marketing plan; and

Comprehensive impact and process evaluation plans for each of the demand-
side programs in its marketingplan ;

For the end-uses found to be cost-effective in the program screening analysis of its
filing, SJLP will determine the market barriers to implementation for various market
segments. Market barriers considered will at least include, but not be limited to : high
up-front costs, split incentives and limited product and service availability in local
markets. Demand-side programs will then be designed that combine the end-use
measures by common market barriers and customer market segments, The delivery
mechanisms considered wiil range from low intensity (e.g., information only) to high
intensity (e.g., low-interest financing, rebates or shared savings), The information
obtained from consideringa range ofmechanisms will be utilized in determiningwhich
mechanisms are necessary to obtain the demand-ide resource in SJLP's preferred
resource plan and in developing contingency plans. By January31,1998? SJLP will file
a report describing:

	

,

The details of the program design to achieve the demand-side resources in its
preferred plan including the targeted market segments, the barriers that SJLP

. .

	

Will attempt to overcome and the delivery mechanism chosen;-

The impact and process evaluation plans for the programs ; and

Detailed implementation schedules for the years 1998 and 1999.

(8) By January 31, 1998 - a cost-effective demand-side program designed for low-income
residential customers to overcome market barriers that are specific to this group; and
develop both implementation and evaluation plans for these low-income demand-side
programs, with scheduled implementation for 1998 .

Page 6
SCHEDULE FAD-2
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(9) For building shell thermal integrity and IiVAC related measures that were not
screened for the residential and commercial new construction market segments, SJLP
will perform the following analyses and tasks:

Determine which measures are cost effective;

Determine the market barriers to implementation . Market barriers considered
will include but not be limited to : high up-front costs, split incentives and
limited product and service availability in local markets ;

Design programs that combine the end-use measures by common market
barriers;

Consider delivery mechanisms ranging from low intensity (e.g., information
only) to high intensity (e.g., low-interest financing, rebates or shared savings) .
A home rating system will also be considered as a delivery mechanism for the
residential new construction market segment ; and

Perform cost effectiveness screening of the new construction programs for the
residential and commercial market segments .

By SJLP's scheduled 1999 filing date, it will file a report describing:

a

6Kruun. swet+Kt_Mtn . & ENULHNll
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The measure screening results for building shell thermal integrity and KVAC
related measures ;

The details of the program design for residential and commercial new
construction programs;

Tile impact and process evaluation plans for these programs; and

" Detailed implementation schedules .

With respect to the additional analysis that SILP has agreed to perform in item (7) above,

Staffand OPC agree that they will not request that the Commission require SJLP to revise the 4 CSR

240-22.060 and 4 CSR 240-22.070 analysis that it has already performed for its 1996 ERP filing .

4upl(y-Side Resource Filings :

Page 7
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In order to address the deficiencies alleged by OPC and Staff with respect to 4 CSR 240-

22.040 and in lieu of its 1999 filing to meet the detailed list ofrequirements on 4 CSR 240-22.040

and taking_into account the agreements in Section I, SJLP agrees to file :

(10)At its scheduled 1999 filing date -a report that includes the following elements :

Determination of the physical condition of each of the units and common
facilities at its Lake Road plant, including the likelihood of failure for
components that are determined to be critical ;

o Determination of the effect that maintaining versus refurbishing would have on
the likelihood of component failure;

Determination of the levels and changes in costs of maintaining versus
refurbishing the Lake Road plant ; and

Evaluate the overall cost effectiveness of maintaining versus refurbishing versus
retiring, taking into account the uncertainties associated with the following
areas - component failure, cost of replacement power, availability of
replacement power, peak load growth, and environmental regulations_

-Contingency Plan Filings :

In order to address the deficiencies alleged by OPC and Staff with respect to 4 CSR 240-

22.070(10) of the Commission's rules and in lieu of its 1999 filing to meet the detailed list of

requirements on 4 CSR 240-22.070(10), SJLP agrees to file :

(11) By July 31, 1997 - a contingency plan that includes the following elements :

a The ranges or combinations of outcomes for the,critical uncertain factors that
define the limits within which the preferred resource plan is judged to be
appropriate;

a An explanation of how these limits were determined;

A set,of contingency options that are judged to be appropriate responses to
extreme outcomes of the critical uncertain factors;

Page 8
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An explanation of why these contingency options are judged to be appropriate
responses to the specified outcbmes ;

A process for monitoring the critical uncertain factors on a continuous basis and
reporting significant changes is a timely fashion to those managers or officers
who have the authority to direct the implementation of contingency options
when the specified limits for uncertain factors are exceeded ; and

Consideration of the following critical uncertain factors in SJLP's contingency
analysis :

The price of purchases oIrshort-term capacity and energy, as well as how
those prices might vary,with increasing demands made by SJLP within
a given year ;

The limits to the amount ofcapacity available for purchase in the short-
term markets ;

The effectiveness ofvarious delivery mechanisms for achieving demand-
side reductions ;

The effectiveness of rate programs in achieving demand-side reductions;

n The level of growth in s4mmer peak demand; and

"

	

The operational life of 1;Jnit #3 at the Lake Road plant

(12) At its scheduled 1999 filing date- an implementation plan as defined by 4 CSR 240-
;Z2.070(9) to update SJLP's implementation plan currently on file with the Commission
as modified pursuant to requirements ,(7) and (8) of thi$ agreement and an update to
the contingency plan filed July 31, 197 that meets the requirements of 4 CSR 240,
22.070(10)(D) and (E).

The parties to this agreement understand that if there are any significant changes in the

preferred resource plan which SJLP currently has; on file with the Commission, the requirements of

4 CSR 240-22.080(10) still apply. Specifically, SJLP will notify the Commission within sixty (60)

days of its determination to change its preferred resource plan . If this change results in SJLP's

Ne9 SCHEDULE FAD-2
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STATE OF MISSOURI
OFFICE OF THEPUBLIC SERVICE, COMMISSION

I have compared the preceding copy with the original on file in this office and

I do hereby certify the same to be a true copy therefrom and the whole thereof.

WITNESS my hand and seal of the Public Service Commission, at Jefferson City,

Missouri, this

	

7

	

day of

	

JANUARY

	

1997.

Cecil L Wright
Executive Secretary
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intention to implement resource options before its 1999 filing that are different from those in its

preferred resource plan, SJLP will include in its fling a revised implementation plan .

WHEREFORE, the signatories respectfully request that the Commission issue its order

approving the terms ofthis Joint Agreement and Filing as soon as practicable .

Respectfully submitted,

McClellan
Missouri Bar No. 45507
P. O. Box 360
Jefferson City, MO 65102
573/751-4140
573/751-9285 (fax)

ATTORNEY FOR THE
MISSOURI PUBLIC SERVICE
COMMISSION

Gary W.
Missouri Bar No. 24905
P. O. Box 456
Jefferson City, MO 65101
573/635-7166
573/635-3847 (fax)

ATTORNEY FOR
ST. JOSEPH LIGHT AND POWER

CERTIFICATE OF SERVICE

Page 10

Lewis R. Mills, Jr.
Missouri Bar No. 35275
P. O. Box 7800
Jefferson City, MO 65102
573/751-5560
573/751-5562 (fax)

ATTORNEY FORTHE
OFFICE OF THE PUBLIC COUNSEL

I hereby certify that copies of the foregoing have been mailed or hand-delivered to all counsel of
record as shown on the attached service list this 23rd day ofDecember, 1996.
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In the matter of the Applic.3C .ion of Ki+nsas
City Power 5 Light Company's Electric:
Resource Plan, pursuant. to 4 CSR 240--_,
and its request for e?:tens .ion of time to
file ERP .

In

Plannina rules as

ORDER APPROVING JOINT AGREEMENT

STATE OF MISSOURI
PUBLIC SERVICE COMMISSION

Ai . ,a .". . " ssien of the Public Service
crnimissi _,n held at its office

City
., ..

	

Y,

	

199"i .

Case No . EO-97-522

This docKet was opened on June 3, 1997 to accept an Application

c ;% Kansas City Power s Light Company (KCPL) for an extension of time in

,h .ich to file its second electric integrated Resource Plan, per Chapter 22

__ 4 CSR 240-__ .

its Application KCPL states shat its second filing was

= .::heduled _= be fil=_d o . . -'uly 1, : .n. accordance the Gomtnission's rule ., .

Given the fundamental changes in the industry and the pending plan of

merger with Western, Resources, Inc ., KCPL requests the Commission grant an

extension of time in which to make its cc"mpl-ance filing .

On June 30 a Joint Agreement was filed between the Staff of the

Commission (Staff), the Office of the Public Counsel (OPC) and KCPL in

which the parties recognize the extensive changes in the

industry and propose an extensive series of meetings,

filings as an alternative Lo the filing requirements of

original ,Integrated Resource Planning rules .

appended to this order as Attachment A .

The parties state that the purpose of the agreement is to set

aside the filing requirements of the Commission's Integrated Resource

they aj:rpLy Lo this filing and, at the same time, go

SCHEDULE FAD-3
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forward with various current issues involving Electric Resource Planning

as it applies to the changing regulatory environment . The Commission

agrees that this plan is reasonable and in the public interest,

particularly in light of the inception of wholesale electric competition

and various proposals for retail competition .

After review, the Commission finds the Joint Agreement,

appended hereto and marked as Attachment A, to be reasonable and designed

to fulfill the purposes of the Integrated Resource Planning rules as they

n-ov apply to the electric utility industry . The Commission will accept the

agreement. as an alternative plan for full compliance by KCPL with the

Commission's Integrated Resource Planning rules, and will order KCPL to

comply with the terms and conditions of the joint Agreement_

IT IS THEREFORE ORDERED :

1 . That the Joint Agreement by and between the parties

hereto, appended to this order as Attachment A, is found to be reasonable

and in the public interest and is hereby appr_ ":ed in accordance with 4 CSR .

- 40-2 2 , as set out above .

2 .

	

That Kansas City Power & Light Company is ordered to

.---.-ply with all terms and conditions of the joint Agreement .

3 .

	

That this order shall become effective on July 29, 1997 .

6Y ~ $ION

(S E A L)

Zobrist, Chm ., Crumpton, Drainer,
Murray, and Lumpe, CC ., Concur .

ALJ : Derque

Cecil I . Wright
Executive Secretary
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BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

	

JUN t
0
j 0 199

`' -,1C,_ ,.

Case No. EO-97-522

JOINT AGREEMENT AND FILING

Comes now Kansas City Power & Light Company (KCPL or Company); Staff of

the Missouri Public Service Commission (Staff) ; and Office ofPublic Counsel (OPC),

pursuant to 4 CSR 240-22 .080(8) of the Commission's rules on Electric Utility Resource

Planning, and submit this Unanimous Agreement regarding the recommendations parties

have made regarding KCPL'kElectriQ Resource-Plan .

Tv the ZAiZntthat ail ofthe panties agree, t~u$ document VUna1.ALUte$ a unanimouslunanimous

agreement between KCPL and such parties as to these recommendations . Furthermore,

the parties waive their respective rights under section (9) of4 CSR 240-22.080 to file a

response or comments and therefore, the parties submit that there will be no need for a

hearing by the Commission. The parties are ready and willing to respond to any questions

ofthe Commission which may arise during its consideration ofthis unanimous agreement.

This Joint Agreement and Filing has resulted from extensive negotiation among the

signatories and the terms hereofare interdependent. In the event the Commission does

not approve and adopt this Joint Agreement and Filing in total, then this Joint Agreement

and Filing shall be void and no signatory shall be bound by any of the agreements or

provisions hereof
SCHEDULE FAD-3
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In the event the Commission accepts the specific terms of the Joint Agreement and

Filing, the Parties waive, with respect to the issues resolved herein : their respective rights

pursuant to Section 536.080.1, RSMo 1994 to present testimony, cross-examine

witnesses, and present oral argument and written briefs ; their respective rights to the

reading ofthe transcript by the Commission pursuant to Section 536.080.2 RSMo 1994 ;

and their respective rights to judicial review pursuant to Section 386.510 RSMo 1994 .

Ifrequested by the Commission, the Staff shall have the right to submit to the

Conunission a memorandum explaining its rationale for entering into this Joint Agreement

and Filing . Each Party of record shall be served with a copy of any memorandum and

shall be entitled to submit to the Conunission, within five (5) days of receipt of Staff's

memorandum, a responsive memorandum which shall also be served on all parties. All

memoranda submitted by the parties shall be considered privileged in the same manner as

are settlement discussions under the Commission's rules, shall be maintained on a

confidential basis by all parties, and shall not become a part ofthe record of this

proceeding or bind or prejudice the party submitting such memorandum in any further

proceeding or in this proceeding whether or not the Commission approves this Joint

Agreement and Filing . The contents of any memorandum provided by any party are its

own and are not acquiesced in or otherwise adopted by the signatories to the Joint

Agreement and Filing .

The Staff shall also have the right to provide, at any agenda meeting at which this

Joint Agreement and Filing is noticed to be considered by the Commission, whatever oral

explanation the Commission requests, provided that the Staff shall, to the extent

SCHEDULE FAD-3
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reasonably practicable, provide the other parties with advance notice of when the Staff

shall respond to the Commission's request for such explanation once such explanation is

requested from Staff. Staffs oral explanation shall be subject to public disclosure, except

to the extent it refers to matters that are privileged or protected from disclosure pursuant

to any Protective Order issued in this case .

SCHEDULE FAD-3
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I. THE CONTEXT OF THE AGREEMENT

A.

	

The Status of KCPL's Resource Plans

In Case No. EO-94-360, KCPL filed with the Commssion its Electric Resource

Plan (ERP) in July, 1994 . In that filing KCPL's Preferred Resource Plan showed the need

for a 136 MW combustion- turbine (CT) in 1998 and four additional CT units in the year

2000. These ERP filings were reviewed by the Staffand the OPC as well as other

intervenors and the findings were reported to the Commission . The reports and the

subsequent agreements between the parties associated with these reviews were also filed

in Case No. EO-94-360 . Case EO-94-360 was concluded with the Commission's order

on December 5, 1995 .

Since that filing KCPL has installed a new 142 MW combustion turbine called

Hawthome 6. In addition KCPL currently plans to purchase the equivalent of3 CT units

through capacity purchases beginning in the year 2000 . Although. KCPL's load is .

growing, the purchases in the year 2000 are primarily needed to replace the capacity that

is currently supplied through long-term purchased power agreements that will expire iri the

year 2000. KCPL conducts annual "Needs Assessments" to monitor its load growth

demand-sided resources and the resulting supply-side resource requirements . Since its

anticipated supply-side capacity additions are for-peaking . or intermediate capacity, KCPL

is not currently in the process of purchasing these resources, but instead will continue to

re-evaluate this decision prior to its 2000 resource plan filing .

The parties to this agreement have also discussed the possibility that KCPL and

Western Resources, Inc . (WRI) will consummate their announced merger . There is a

SCHEDULE FAD-3
Page 6 of23



consensus that the consummation ofthis. proposed merger would also have a major impact

upon KCPL's current ERP process since the resources of KCPL and WRI would be

merged, and planning for the future would be done by a combined company. The

proposed merger of KCPL and WRI would in all likelihood alleviate the need for a KCPL-

specific ERP in 2000.

B .

	

Changes in the Electric Industry

The changes in the electric industry since the Commission adopted its Electric

Resource Planning Rules have been extensive. In 1993, the electric industry was viewed

as having a vertically integrated structure in which the utility reading customers' meters is

the same one adding generation plant to meet the growing demands of those same

customers. Building new generation plant or long-term purchases from available capacity

were generally considered the standard way to meet growing demands. While competitive

bidding for supply-side resources was being considered by some utilities in Missouri, the

resulting short-term purchased power agreements were primarily seen as a method for

filling in reserve requirements on a year-to-year basis . In the context of emerging

competition for retail customers, utilities are now looking to short-term purchases

acquired through competitive bids as the preferred method for adding capacity.

At the time the Commission's Electric Resource Planning rules were adopted,

demand-side resources were either peak shaving or conservation. Peak shaving had the

greatest potential for lowering the present value ofrevenue requirements without raising

rates . Retail competition has raised a concern by the utilities about the potential for

conservation options raising rates and increasing the likelihood of losing customers to

SCHEDULE FAD-3
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alternative generation supplies . At the same time, increasing competition to be the

customer's energy services provider has resulted in most utilities focusing on planning and

implementing marketing programs, some of which have demand-side components .'

C .

	

Reports and Briefings Duringthe Transition

In Mssouri, the next several years is a transition period during which the electric

industry's focus will be on issues surrounding retail competition . To make a workable

transition for those involved in the electric resource planning filings and reviews, this

agreement proposes periodic . reports and twice-a-year briefings by KCPL on its resource

implementation plans .

The intention of having scheduled briefings by KCPL is to provide a forum in

which an ongoing dialogue will occur about the increasing effect that the potential for

retail competition is having on KCPL's supply-side and demand=side resource acquisition

process . The emphasis on the supply-side will be on the emerging market structures for

wholesale generation resources . The demand-side will focus on two basic concerns. First

is a concern that market barriers to the-least-cost . provision of electric services for low-

income customers be addressed, 9e`cond is a concern that because large customers may be

seen as more profitable than small customers, residential and small commercial customers

may not have the same opportunities for energy services that are likely to be offered to

large customers .

The parties to this agreement recognize the Commission's recent order in Case

'The distinction between demand-side and marketing programs is that demand-side programs focuson
removing market barriers that are obstacles to customer implementation of energy efficiency measures, while marketing
programs are designed to sell energy services in a market environment that is competitive .

SCHEDULE FAD-3
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No. EW-97-245 as having two possible connections to this agreement . First, a significant

level of resource will need to be devoted to the questions raised by the possibility of retail

competition . The time and e(Torts of - those scheduled to file and review electric resource

plans takes resources away from these critical questions . Second, there are longer-term

questions about how the objectives of the Commission's Electric Resource Planning rules

might change or be better implemented in the context of retail competition .

The intent of this agreement is to provide a way for the parties to set aside the

filing requirements of the Commission's rule as they apply to KCPL's second resource

plan filing, and at the same time go forward on issues that jointly relate to electric resource

planning and retail competition . It is the hope ofthe parties that this will free significant

resources that can then focus on the longer-term questions concerning retail competition .
L

One of the purposes of the scheduled briefings is to improve the understanding of the

parties regarding the impact ofretail competition on the electric resource planning

process .

The briefings and periodic reports detailed in the next section ofthis agreement are

obviously not a full and comprehensive substitute for the detailed analysis and filing

requirements that are set forth in the Electric Resource Planning rule . Therefore, since

this process is different from the requirements of 4 CSR 240-22, the objectives achieved

by this process may be different from the objectives that are set forth in 4 CSR 240-

22.010 .

SCHEDULE FAD-3
Page 9 of 23



Resource Plan Requirements :

U. THE CONTENT OFTHEAGREEMENT

With respect to 4 CSR 240-22 of the Commission's chapter on electric resource

planning and in lieu ofits 1997 filing to meet the detailed list of requirements of that

chapter, KCPL agrees to brief the Staff and OPC on or about November 1, 1997; May 1,

1998 ; November 1, 1998 ; May 1, 1999 ; and November 1, 1999 .

(1)

	

These briefings shall include information on the following:

0 Any changes in load forecasts for seasonal class energy and peaks with
an explanation of those changes;

Any changes in implementation plans for both demand-side and
supply-side resources with an explanation for those changes; and

o Any changes in uncertainties, sensitivities, risks and contingency
plans with an explanation for those changes.

Load Analysis and Forecasting Requirements

With respect to 4 CSR 240-22.030 ofthe Commission's rules and in lieu of its

1997 filing to meet the detailed list of requirements on 4 CSR 240-22.030, KCPL will

meet the following load analysis and forecasting filing requirements .

(2)

	

In its November 1997, 1998 and 1999 briefings, KCFL will provide

	

a

	

an
OPC with the information regarding the status of the following activities :

0 Update to its historical data base on driver variables, seasonal energy
and peak demands for its major classes ;

Forecasts of units and use per unit by season for the Residential and
Commercial classes ;

SCHEDULE FAD-3
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KCPL for planning purposes but not less than every three (3) years, first beginning

January 1998 .

s Forecasts of annual energy by end-use for the Residential and
Commercial classes ;

" Forecasts of seasonal energy for all other classes ;

" Forecasts of driver variables for all classes at the appropriate level of
aggregation ; and

" Report on the load forecast that documents any changes made in load
forecasting methods, compares both load forecasts and driver variable
forecasts to historical trends and compares load forecasts and driver
variable forecasts to those from the previous year .

Updated forecasts and historical data bases will be provided as developed-by

Supply-Side Resource Requirements :

Kansas City Power and Light's current resource plan shows that current .capacity

contracts totaling 350 MW will expire in the year 2000.; KCPL expects to continue to

meet its capacity needs with incremental purchases of up to 650 MW over the year 2000-

04 time frame. KCPL does not show the addition ofa generating unit until the year 2005 .

Since this need is expected to be for peaking or intermediate capacity, which has a shorter

lead time than base load capacity, KCPL does not currently need to commit to the

purchase ofthose resources but instead will continue to re-evaluate this need prior to

KCPL's 2000 resource plan filing .

With respect to 4 CSR 240-22 .040 and in lieu ofits 1997 filing to meet the

detailed list of requirements on 4 CSR 240-22.040, KCPL will meet the following supply-

side filing requirements :
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(3) In its May 1998 briefings, KCPL will provide Staffand OPC with a summary
report that evaluates the overall cost effectiveness of maintaining versus
refurbishing versus retiring of existing generating units, taking into account
the uncertainties associated with the following areas- component failure, cost
of replacement power, availability of replacement power, peak load growth,
environmental regulations, and retail competition .

(4) In its May 1999 briefings, KCPL will provide Staffand OPC with a copy of
the competitive bidding request for proposal (RFP) ifKCPL decides to use a
competitive bidding process to solicit KCPL's capacity needs which begin in
the year 2000. In its November 1999 briefing, KCPL will provide Staff and
OPC with KCPL's evaluation of the competitive solicitations that KCPL
received in response to its competitive RFP, or a briefing on its alternative
process of selection. This evaluation should include the elements on risk
analysis and plan selection as described in 4 CSR 240-22.070 .

Demand-Side Analysis Requirements :

KCPL has re-screened a comprehensive list of demand-side measures and provided

Staff and OPC with those results in May of 1996 . The results from another re-screening

at this point in time are not likely to provide additional information about the cost

effectiveness of the measures .

Since its original filing in July 1994, KCPL has met with Staff and OPC twice with

updates of current and proposed programs . In addition, KCPL has continued to develop

and offer energy services through its marketing department . Because oftheir profit

potential, competitors are also offering energy services to some ofKCPL's customers.

Low-income customers face a significant market barrier from high up-front costs

for energy efficiency . It is not clear that the competitive market will meet these

customers' need for basic energy services provided in the most cost-effective manner .

KCPL has taken an initial step towards meeting this need with planned programs targeting

this market . A pilot will shortly begin for a portion of those programs . These programs

- 1 0-
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are generally designed . to work in conjunction with assistance agencies and depend, in

part, upon the passing of enabling legislation. More details ofthese programs can be

found in Attachment I which is an executive summary from the Company's market

assessment ofthese programs .

With respect to 4 CSR 240-22 .050 and in lieu of its 1997 Sling to meet the

detailed list of requirements on 4 CSR240-22.050, KCPL agrees to provide the following:

(5)

	

By September 1, 1997, KCPL will provide to Staffand OPC a report
explaining how demand-side measures that have passed the screening process
are developed into programs. This report will at least include:

" demand-side measures included in all current and planned demand-
side and marketing programs;

" for those measure that did not pass measure screening, a description
ofwhy they were included in a program;

" a description. of why those measures that passed measure screening
were not included in a program;

" the demand and energy impacts of current and planned demand-side
programs and marketing programs containing demand-side
measures;

" a description of how the determination is made as to which services
will be offered for competitive purposes and which will be offered for
other purposes .

(6)

	

By November 1, 1997, KCPL will provide to Staff and OPC a plan for
expanding its efforts to provide efficient basic service for low-income
customers in coordination with the Kansas City, Missouri Weatherization
Department. In addition, KCPL will give a status report on its Vendor
Payment Protection Program and its support for theWelfare-To-Work
program.

(7) KCPL will continue its evaluation and improvement of currently
implemented programs with emphasis on refining customer market segments

SCHEDULE FAD-3
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ContingencyPlan Requirements :

1997 filing to meet the detailed list of requirements on 4 CSR 240-22.070, KCPL agrees

to file :

and identifying the market barriers for these segments .

	

It will also continue
to review measures for potential inclusion in demand-side programs.

	

KCPL
will update Staff and OPC in its twice a year briefings on the status of its
demand-side and marketing programs. These updates will include :

o Estimated demand and energy impacts of implemented and planned
programs ;

0 Evaluation results on market barriers and customer market segments;

o Implementation and evaluation schedules ;

0 A description of how KCPL determines whether energy services will
be offered for competitive purposes or for other purposes ;

Its list of current and planned energy services that are or will be
offered for competitive purposes and those which will be offered for
other purposes ; and

e Its progress in providing efficient basic service for low-income-
customers and related programs for low-income customers such as the
Vendor Payment Protection Program and the Welfare-To-Work
Program.

With respect to 4 CSR 240-22.070 of the Commission's rules and in lieu of its

(8)

	

By November 1, 1998 - a contingency plan that includes the following
elements :

The ranges or combinations of outcomes for the critical uncertain
factors that define the limits within which the preferred resource plan
is judged to be appropriate ;

9 An explanation of how these limits were determined ;

- 1 2-
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A set of contingency options that are judged to be appropriate
responses to extreme outcomes of the critical uncertain factors ;

a

	

An explanation of why these contingency options are judged to be
appropriate responses to the specified outcomes;

A process for monitoring the critical uncertain factors on a continuous
basis and reporting significant changes in a timely fashion to those
managers or officers who have the authority to direct the
implementation of contingency options when the specified limits for
uncertain factors are exceeded ; and

Consideration of the following critical uncertain factors in KCPL's
contingency analysis:

" The price of purchases of short-term capacity and energy, as
well as how those prices might vary with increasing demands
made by KCPL within a given year ;

" The limits to the amount of capacity available for purchase in
the short-term markets;

" The level of growth in summer peak demand and the likelihood
of achieving demand-side reductions; and . . ' . . . .

" The operational life of KCPL's existing generating units .

Filing Requirements :

The parties to this agreement understand that if there are any significant changes in

the preferred resource plan which KCPL currently has on file with the Commission, the

requirements of 4 CSR 240-22.080(10) still apply . Specifically, KCPL will notify the

Commission within sixty (60) days ofits determination to change its preferred resource

plan . Ifthis change results in KCPL's intention to implement resource options before its

2000 filing that are different from those in its preferred resource plan, KCPL will include

- 1 3-
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in its filing a revised implementation plan . .

WHEREFORE, the signatories respectfully request the Commission to issue its

order approving the terms of this Joint Agreement and Filing as soon as practicable.

d Woodsmall
Missouri Bar No. 40747
P. O. Box 360
Jefferson City, MO 65102
Telephone (573) 751-8700
Fax: (573) 751-9285

ATTORNEY FOR THE
MISSOURI PUBLIC SERVICE
COMMISSION STAFF

CERTIFICATE OF SERVICE

- 1 4-

Lewis R. Mills, Jr .
Missouri Bar No. 3
P . 0. Box 7800
Jefferson City, MO 65102
Telephone : (573) 751-5560
Fax: (573)751-5562

ATTORNEY FOR THE OFFICE
OF THE PUBLIC COUNSEL

M. Fischer
uri Bar No. 27543
est McCarty Street, Suite 215

rson City, Missouri 65 101
Telephone : (573) 636-6758
Fax: (573) 636-0383

ATTORNEY FORKANSAS CITY
POWER & LIGHT COMPANY

I hereby certify that copies ofthe foregoing have been mailed or and-delivered to all
cynhel of record as shown on the attached service list this

	

day of
997.

SCHEDULE FAD-3
Page 16 of 23



ATTACHMENT I

KANSAS CITY POWER & LIGHT COMPANY'S

LOW INCOME CUSTOMER

SERVICE PROGRAM
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KCPL LOW I, ;OME CUSTOMER SERVICE ROGRAM

Executive Summary

Recommendation
Developing a low income service package which meets customer needs, reduces
energy costs and provides an acceptable return for KCPL requires carefully balancing
these seemingly opposing goals . Implementing an effective low income program will
need to overcome many more hurdles than the typical residential or commercial
marketing program due to public policy issues surrounding the current wave of welfare
reform .

The Low Income Project Team investigated a multitude of options for a low income .
program . Team members are Vickie Myers, Terry Blattel, Jim Fitzgeralds, Jim Murray,
Cotton Sivils, David Christian, Carla Liberda and Judy Spinner. The team consensus is
to recommend a three-phased program . This three-phased program will meet the
multiple goals of developing a program acceptable to regulators ; developing a program
which mirrors and supports the current public policy environment : developing a program
which provides energy assistance and builds loyalty for a broad spectrum of low income
customers ; and developing the most cost effective program for KCPL. The three
phases are:

Implement a Conservation Program (CP) in 1997 for Missouri customers using the
Kansas City Missouri Weatherization Department . This will be targeted at low
income elderly with single family homes and high usage. This will address the
interests of regulators in a weatherization component and provide customers with ,a
permanent reduction in energy costs. The program will focus first on those low
income elderly with electric space heat, then on low income elderly with other types
of space heating equipment . End-use repairs can include electric furnace tune-ups
or replacements, air conditioner tune-ups or replacements, replacing incandescent
bulbs with fluorescents,, inefficient refrigerator replacements, air infiltration
improvements and insulation. Maximum expenditures per home will not exceed
$2500 . Replacement criteria and other program specifics will be developed once
the program is approved by KCPL management.

"

	

Implement a Vendor Payment Protection Program (VPPP) concurrent with the
implementation of the welfare reform restructure of the Missouri Welfare System .
The VPPP will provide customers with a 10% bill discount and guaranteed electric
service . In return, the customer agrees to approve the State redirecting a portion of
their state income maintenance payment to KCPL for electric service . The program
also allows customer to pay-off arrearages over time . The per-customer discount
totals approximatefy $75 per year based on a monthly discount cap of 750 kWh .
This program is targeted to those individuals currently receiving state income
maintenance checks, primarily Aid to Families With Dependent Children (AFDC).
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. This program will redu

	

he customers' electric expense an

	

, sult in substantial
savings of customer service, collection and bad debt expense for KCPL.

"

	

Implement a program to support the Welfare-to-Work (WTW) initiative offering those
customers who are participating in the Welfare-To-Work (WTW program a 20%
discount . This program will be structured the same as the VPPP but substituting a
20% discount for the 10% discount . The higher discount indicates KCPL's support
of the VVl-W movement .

	

Eligible participants are those in the Local Investment
Commission's (LINC) WTW initiative which is currently targeting AFDC recipients in
Jackson County . Participants enter a two to four year program targeted to move
them from welfare to independence through job training and subsidies .

	

This
program has the same benefits to KCPL as the VPPP and provides significant
marketing opportunities to spotlight KCPL in media articles on welfare reform .

The recommended combined program spending cap for the three programs is
$1,.000,000 annually . The estimated breakdown is $250,000 for the Conservation
Program, $500,000 for the Vendor Payment Protection Program and $250,000 for the
Welfare-to-Work program .

	

These costs maybe offset by operating costs savings and
tax credits . Each program will be implemented on a pilot basis in Missouri initially to
resolve any key issues and determine the actual economic impacts to KCPL .

ENVIRONMENTAL SCAN

Other Local Utility Programs:
Missouri"Gas Enerov (MGE) currently has two low income programs and is proposing a
third . The first is a replica of KCPL's Dollar Aide program called Neighbors Helping
Neighbors . MGE's second program is trial two-year Weatherization Program to assist
low income customers in reducing their natural gas usage and energy bills . The
program costs are recovered through rates and targets customers who have high
arrearages .

	

Only 5% of eligible customers participate in the program . MGE has spent
$250,000 per year for the.past two years on this pilot program .

MGE's third program is a proposed rate discount for low income customers . This Was
revealed by MGE's CEO, Tom Clowe, during testimony for MGE's current rate case.
He stated they would be filing a tariff sometime within the next few weeks .

Governmental Environment

This project, more than most, has considerable public policy implications which are
interwoven with regulatory issues, legal issues and marketing considerations .

LIHEAP Funds
Both Missouri and Kansas are concerned about the possibility of the federal
government reducing or eliminating the Low Income Heating Assistance Program

2
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(LIHEAP) funds in an effc

	

.) balance the federal budget . To L

	

ress this issue,
Missouri regulators and legislators are asking utilities to propose and implement
programs to assist low income customers on a voluntary basis . It is in KCPL's best
interest to respond to this request and move forward swiftly with a low income program
which has maximum economic and marketing benefits .

Welfare Reform Initiative - State Level
In August 1996 President Clinton signed the Welfare Reform Bill into law . This law
allocates block grants to each state in return for the state designing and implementing
programs to move welfare recipients into the work force . When fully implemented, 80%
of current welfare recipients are required to enter job training programs .

Missouri chose to delay restructuring the state welfare system until the federal law was
passed . Missouri is now faced with the daunting task of revamping their entire system
by the end of the next legislation session in May 1997. According to the Department of.
Social Services (DSS), which is responsible for administering welfare, they are unsure
how the system will be restructured . Possible strategies include eliminating the state
agency and creating county programs, paying recipients through ATM's and creating
expanded vendor payment programs .

	

It will be critical for KCPL to work closely with
the DSS and key legislators to assure legislation favorable to KCPL's low income
program strategy is passed .

Welfare Reform Initiative - Local Level
Kansas City is fortunate to be on the leading edge of welfare reform due to the
establishment of the Local INvestment Commission (LINC) in 1992 . LINC is a 33-
person lay commission and they see to it that all federal and state monies coming into
Kansas City for AFDC, Medicaid, child care, food stamps, etc . are well spent . Marcus
Jackson is one of the 33 LINC commissioners .

LINC is currently overseeing the 21st Century Wage Supplement Initiative in Jackson
County which redeploys AFDC and food stamps monies to employers . In turn, the
employer hires a welfare recipient and uses these funds as a wage supplement and to
provide job training . The welfare-to-work participant receives subsidies for child care,
transportation and Medicaid during the two to four year program . At the end of that
time their salary should be adequate to cover normal living expenses .

By supporting the LINC initiative, KCPL will be supporting those individuals who are
trying to help themselves . KCPL will also be supporting both the national, state and
local program to move people off welfare .

Regulatory/Legal Environment

Missouri - According to KCPL's Legal Department, current Missouri regulation does not
allow a rate reduction for low income customers . Since MGE is about to file a low
income rate tariff without new legislation, KCPL should be able to monitor the outcome

3
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,to determine the actual n.

	

ssity of new legislation . If legislatiL

	

s necessary, David
Christian believes the Missouri Legislature will look favorably on passing the necessary
laws to permit rate discounts since they are encouraging utilities to develop low income
programs .

Missouri IRP Requirements -According to KCPL's IRP filing, we are committed to
submitting a formal proposal for a low income program in December 1996. Public
Counsel has repeatedly stated they support low income programs incorporating
weatherization measures . This is an additional reason to include weatherization in
KCPL's proposal .

STRATEGIC CONSIDERATIONS

Program Advantages for KCPL
Each of the three recommended program strategies accomplishes some of targeted
program goals . The combination of the three strategies accomplishes all of these
goals . The following matrix indicates the advantages of each program on a five point
scale with the "5" indicating the highest advantage .

Low Income Program Advantages

Program Barriers for KCPL
The two primary obstacles to implementing either the VPPP or WTW programs are
obtaining the cooperation of the Division of Social Services (DSS) and the uncertainty
surrounding welfare reform . The DSS has stated they are in the throes of welfare
reform and want to wait until the structure of the system is more defined before
embarking on a VPPP with KCPL. It became clear during a recent meeting between
the DSS and KCPL that KCPL will need to work with the DSS and key legislators to
pass welfare reform legislation favorable to the VPPP strategy .

SCHEDULE FAD-3
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Program Advantages Weatherization
Program

Vendor Payment
Protection

I Welfare-To-
Work

EncourageConservation 5 2 1
Encourage Timely Bill Pay. 1 5 5
Easy to Administer 5 4 3
Easy to Implement 5 2 1
Build Brand Equity 4 4 5
Reduce Internal Costs 1 5 3
Satisfy IRP Requirements 5 3 -3
Program Totals 26 25 21



MARKETING CONSIDEI

	

=IONS

Each of the three program phases targets a different group of low income customers as
shown below :

ECONOMIC CONSIDERATIONS

The inability of customers to pay their electric bills has significant economic implications
for KCPL. The most obvious is, of course, lack of payment for energy consumed .
Others include costs associated with customer service expense and credit and
collection activities . - All three of the recommended programs produce negative ten-year
EVA's, all will reduce the amount of billable revenue and all will reduce internal
operating costs . The EVA models assume these costs will not be recovered through
rates .

The CP will result in permanent costs savings but will impact a smaller number of

	

.
customers ; the VPPP will result in the most significant cost savings for KCPL and
benefit the highest number ofcustomers ; and the WTW Program will result in moderate
cost savings but has the greatest potential to spotlight KCPL's support of low income
customers . For the Conservation Program, the Tax Department believes KCPL may be
able to obtain Neighborhood Assistance Program tax credits . These tax credits are
available to encourage companies to implement programs which benefit society and are
only available for programs implemented through a non-profit agency . These NAP
credits markedly improve the short-term EVA for the Conservation Program .

	

The
economic impact of implementing each of the three program phases is summarized
below.
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Est . No. of First
Program Name Target Group Year Participants

Conservation Program Low Income Elderly 100 to 150 Homes

Vendor Payment Program State Income Maintenance 15% of 46,000
Recipients Eligible or 6,900

Welfare-To-Work LINC WTW Participants 15% of 10,000
Eligible or 1,500



Obviously the two programs which provide the best financial return to KCPL are the
Conservation Program with NAP credits and the VPPP which has significant operating
cost savings .

	

_

CONCLUSION
The Low Income Program Team recommendation is to implement pilot programs for all
three phases of the Low Income Program before the end of, 1997. The process can
begip by obtaining any necessary regulatory approval for the Conservation Program .
Once KCPL management approves the VPPP and WTW program concepts, we can
enlist the support of key legislators to pass welfare reform and rate discount legislation
favorable to KCPL's program .
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Low

Program Name

-ome Program

1st Year
Revenue
Reduction

Economic Imp.

1st Year
Net Operating

Savings

s

Ten Yr.
EY8

Conservation Program $24,704 $16,026 (5317,000)
(With NAP Credits)

Conservation Program
(W/O NAP Credits) $24,704 $16,026 ($1,037,000)

Vendor Payment $524,138 $509,036 ($128.227)

Welfare-To-Work $229432 $111,410 (5750.955)

Total w/NAP Credits 5778,274 $636,472 ($1,196,232)



BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

PUaLICS~

fc~co~r~t~fiSl~
In the Matter of Union Electric Company's

	

)

	

Case No. EO-94-178
Resource Plan Pursuant to 4 CSR 240-22 .

	

)

JOINT AGREEMENT AND FILING

Comes now Union Electric Company (UE or Company), Staffofthe Missouri Public Service

Commission (Staff), and Office ofPublic Counsel (OPC), pursuant to 4 CSR 240-22.080(8) of the

Commission's rules on Electric Utility Resource Planning, and submit this Joint Agreement

regarding the reconunendations Staff and OPC have made regarding UE's Electric Resource Plan .

This document constitutes a complete agreement among UE, Staff and OPC as to these

recommendations . Furthermore, the parties waive their respective rights under section (9) of4 CSR

240-22.080 to file a response or comments. Therefore, the parties submit that they are not asking

for, nor from their perspective is there a need for, a hearing by the Commission. The parties are

ready and willing to respond to any questions of the Commission which may arise during its

consideration of this complete agreement .

This Joint Agreement and Filing has resulted from extensive negotiation among the

signatories and the terms hereofare interdependent . In the event the Commission does not approve

and adopt this Joint Agreement and Filing in total, then this Joint Agreement and Filing shall be void

and no signatory shall be bound by any of the agreements or provisions hereof.

. In the event the Commission accepts the specific terms of the Joint Agreement and Filing,
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that the proposed joint agreement constitutes a reasonable alternative to

full compliance with the March 1, 1998 UE filing requirement .

In the joint agreement, UE agrees to brief the remainder of the

parties on five occasions up to October l, 1999 . The joint agreement

provides in detail what matters will be included in those briefings .

Generally those details include information and data regarding load

analysis, supply side resource requirements, demand side analysis

requirements, demand side screening and program status and contingency plan

information .

The parties agree that, in the event there are significant

changes in the UE preferred resource plan, the requirements of Chapter 22

will still apply and UE will be required to notify the Commission of its

determination to change its preferred plan .

After review the Commission finds the joint agreement to be

reasonable and designed-to accomplish the intent of the agreement, that is,

to shift emphasis from the filing requirements of Chapter 22 of 4 CSR 240

and to go forward with issues that jointly relate to electric resource

planning and retail competition in an efficient and effective manner . The

Commission will approve the agreement as an alternative plan for compliance

by UE with the Commission's integrated resource planning rules, and will

order UE to comply with the terms and conditions of the agreement .

IT IS THEREFORE ORDERED:

1 .

	

That the joint agreement between the parties, appended to

this order as Attachment A, is found to be reasonable and in the public

interest and is hereby approved in accordance with 4 CSR 240-22 .

2 .

	

That Union Electric Company is hereby ordered to comply

with the terms and conditions of the joint agreement .

SCHEDULE FAD-4
Page 2 of22



1997 .

(S E A L)

3 .

	

That this order shall become effective on November 14,

Lumpe, Ch ., Crumpton, Murray,
and Drainer, CC ., concur .

Derque, Regulatory Law Judge

BY THE COMMISSION

Cecil I. Wright
Executive Secretary
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STATE OF MISSOURI
PUBLIC SERVICE COMMISSION

At a Session of the Public Service
Commission held at its office
in Jefferson City on the 4th
day of November, 1997 .

In the Matter of Union Electric Company's

	

)
Resource Plan Pursuant to 4 CSR 240-22 .

	

)

	

Case No . EO-94-178

ORDER REGARDING UNION ELECTRIC COMPANY'S INTEGRATED
RESOURCEPLAN AND JOINT AGREEMENT

This docket was opened for the purpose of receiving and

reviewing periodic integrated resource plan filings of Union Electric

Company (UE) pursuant to 4 CSR 240-22 of the Commission's rules . By order

of June 11, 1997, the Commission extended the time for UE to accomplish its

most recent filing to March 1, 1998 for reason that UE was engaged in a

merger transaction which could substantially alter the nature of the data

included in such an integrated resource plan .

On August 29 UE, the Staff of the Commission (Staff) and the

Office of the Public Counsel (OPC) filed a proposed joint agreement for

Commission approval, appended to this order as Attachment A. The joint

agreement is intended to provide a method for the parties to shift the

emphasis from the filing requirements of 4 CSR 240-22 as they would

otherwise apply to UE's second resource plan filing and to go forward with

issues that relate to current resource planning and anticipated retail

competition as it relates to the electric resource planning process . The

joint parties also state that the briefings and detailed periodic reports

as set out in the text of the agreement are not intended to be a full and

comprehensive substitute for the filing requirements of 4 CSR 240-22 and

are intended to achieve different objectives . However, the parties believe
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the parties waive, with respect to the issues resolved herein : their respective rights pursuant to

Section 536.080.1 RSMo 1994 to present testimony, cross-examine witnesses, and present oral

argument and written briefs ; their respective rights to the reading of the transcript by the

Commission pursuant to Section 536.080.2 RSMo 1994 ; and their respective rights to judicial review

pursuant to Section 386.510 RSMo 1994 .

If requested by the Commission, the Staff shall have the right to submit to the Commission

a memorandum explaining its rationale for entering into this Joint Agreement and Filing . Each party

of record shall be served with a copy of any memorandum and shall be entitled to submit to the

Commission, within five (5) days of receipt of Staff's memorandum, a responsive memorandum

which shall also be served on all parties . All memoranda submitted by the parties shall be

considered privileged in the same manner as are settlement discussions under the Commission's
S^

rules, shall be maintained on a confidential basis by all parties, and shall not become a part of the

record ofthis proceeding or bind or prejudice the party submitting such memorandum in any further

proceeding or in this proceeding whether or not the Commission approves this Joint Agreement and

Filing. The contents of any memorandum provided by any party are its own and are not acquiesced

in or otherwise adopted by the signatories to the Joint Agreement and Filing .

The Staff shall also have the right to provide, at any agenda meeting at which this Joint

Agreement and Filing is noticed to be considered by the Commission, whatever oral explanation the

Commission requests, provided that the Staffshall, to the extent reasonably practicable, provide the

other parties with advance notice of when the Staff shall respond to the Commission's request for

such explanation once such explanation is requested from Staff. Staffs oral explanation shall be
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subject to public disclosure, except to the extent it refers to matters that are privileged or protected

from disclosure pursuant to any Protective Order issued in this case.

1 . THE CONTEXT OFTHE AGREEMENT

A.

	

The Status of UE's Resource Plans

In December 1996, UE filed with the Commission its revised Implementation Plan, which

included descriptions and schedules for the majar tasks for the calendar years 1997 and 1998 . In

that filing, UE's Preferred Resource Plan showed no need to install additional generation capacity

until 2002 . Since this need is expected to be for peaking or intermediate gas-fired capacity, UE does

not need to make decisions about major resource acquisitions until about the year 2000.

The parties to this agreement have also discussed the intention ofUE and Central Illinois

Public Service Company (CIPS) to consummate their announced merger . There is a consensus that

the consummation of this proposed merger would also have an impact upon UE's current Energy

Resource Planning process due to plans to jointly dispatch the generation units from both operating

companies and plans to engage in resource planning separately for each company .

B.

	

Changes in the Electric Industry

The changes in the electric industry since the Commission adopted its Electric Utility

Resource Planning rules have been extensive . In 1993, the electric industry was viewed as having

a vertically integrated structure in which the entity reading customers' meters was the same one

adding generation plant to meet the growing demands of those same customers . Building new

generation plant or contracting for long-term purchases from available capacity were generally
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considered the standard ways to meet growing demands . While competitive bidding for supply-side

resources was being considered by some utilities in Missouri, the resulting short-term purchased

power agreements were primarily seen as a method for filling in reserve requirements on a year-to-

year basis . In the context of emerging competition for retail customers, utilities are now looking to

short-term purchases acquired through competitive bids as the preferred method for adding capacity .

At the time the Commission's Electric Utility Resource Planning rules were adopted,

demand-side resources were either peak shaving or conservation. Peak shaving had the greatest

potential for lowering the present value ofrevenue requirements without raising rates . Competition

from alternative energy suppliers has raised a concern by electric utilities about the potential for

conservation options raising rates and increasing the . likelihood of losing customers . In addition,

energy service companies are offering energy services in Missouri which has resulted in most

utilities focusing on planning and[ implementing marketing programs, some ofwhich have demand-

side components.'

C.

	

Reports and Briefings During the Transition

In Missouri, the next several years is being viewed by many as a transition period during

which the electric industry's focus will be on issues surrounding retail competition. To

accommodate what is believed to be a workable transition for those resources involved in the electric

resource planning filings and reviews, this agreement proposes periodic reports and twice-a-year

3

	

The distinction between demand-side and marketing programs is that demand-side programs focus on cost-
effective alternatives to supply-side alternatives in the resource planning process . Marketing programs are designed to sell
energy services in a competitive market environment .

Energy services, at its broadest, is defined as products and services that are related to selling and delivering
energy . In the State ofMissouri, entities other than utilities can offer energy services, other than

	

energy itself, that can result in
improved operational efficiencies to the utilities' customers .
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briefings by UE on its resource planning process and implementation plans .

The intention ofhaving scheduled briefings by UE is to provide a forum in which an ongoing

dialogue will occur about the increasing effect that the potential for retail competition is having on

UE's supply-side and demand-side resource acquisition process . The emphasis on the supply-side

will be on the emerging market structures for wholesale generation resources . The demand-side will

focus on two basic concerns . First is a concern that market barriers to the least-cost provision of

electric services for low-income customers be addressed . Second is a concern that because large

customers may be seen as offering a more profitable prospect than small customers, residential and

small commercial customers may not have the same opportunities for energy services that are likely

to be offered to large customers .

The parties to this agreement recognize the Commission's recent establishment of Case No.

EW-97-245, In the Matter ofa Commission Inquiry into Retail Electric Competition, as having two

possible connections to this agreement. First, a significant level of resources will need to be devoted

to the questions raised by the prospect of retail competition . The time and effort of those UE, Staff

and OPC personnel required to file and review electric resource plans takes resources away from

addressing the critical questions posed by retail competition. Second, there are longer-term

questions about how the objectives of the Commission's Electric Utility Resource Planning rules

might change or be better implemented in the context of retail competition.

The intent of this agreement is to provide a way for the parties to shift the emphasis from the

filing requirements-of these Commission rules as they otherwise_ would apply to UE's second

resource plan filing, and go forward on issues that jointly relate to electric resource planning and

-5-
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retail competition . It is the hope ofthe parties that this agreement will free significant resources that

can then focus on the longer-term questions concerning retail competition rather than be used to file

and review UE's second resource plan compliance filing . One of the purposes of the scheduled

briefings is to improve the understanding of the parties regarding the impact of retail competition

on the electric resource planning process .

The briefings and periodic reports detailed in the neat section of this agreement are not

intended to be a full and comprehensive substitute for the detailed analysis and filing requirements

that are set forth in the Electric Utility Resource Planning rules . (As these briefings and periodic

reports may contain information which is highly confidential or proprietary, the provisions of the

Protective Order previously issued in this docket will apply.) Since this process is different from

the requirements of 4 CSR 240-22, the objectives achieved by this process are different from the

objectives that are set forth in 4 CSR 240-22.010. However, the parties believe that this agreement

constitutes a reasonable alternative to full compliance with the rule, solely in place of UE's March 1,

1998 filing . UE's next filing pursuant to 4 CSR 240-22 is scheduled for December 6, 1999 .

II. THE CONTENT OFTHE AGREEMENT

Resource Plan Requirements :

With respect to 4 CSR 240-22 ofthe Commission's chapter on electric resource planning and

in lieu of its March 1998 filing to meet the detailed list of requirements ofthat chapter, UE agrees

to briefthe Staff, OPC and intervenors on or about October 1, 1997 ; April 1, 1998 ; October 1, 1998 ;

April 1, 1999 ; and October 1, 1999 .

SCHEDULE FAD-4
Page 9 of 22



(1)

	

These briefings shall include information on the following :

Any changes in load forecasts for seasonal class energy and peaks with an
explanation of those changes;

Any changes in implementation plans for both demand-side and supply-side
resources with an explanation for those changes; and

Any changes in uncertainties, sensitivities, risks and contingency plans with an
explanation for those changes.

Load Analvsis and Forecasting Requirements :

With respect to 4 CSR 240-22.030 ofthe Commission's rules and in lieu of its March 1998

filing to meet the detailed list of requirements in 4 CSR 240-22.030, UE will meet the following load

analysis and forecasting filing requirements.

(2) In its October 1997, 1998 and 1999 briefings, UE will provide the information
regarding the status of the following activities :

9 An update to its historical data base on driver variables, seasonal energy and
peak demands for its major classes;

Forecasts of units and use per unit by season for the Residential and
Commercial classes ;

e Forecasts of annual energy by end-use for the Residential and Commercial
classes;

a Forecasts of seasonal energy for all other classes ;

Forecasts of driver variables for all classes at the appropriate level of
aggregation; and

0 A report on the load forecast that documents any changes made in load
forecasting methods, compares both load forecasts and driver variable forecasts
to historical trends and compares load forecasts and driver variable forecasts
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to those from the previous year .

Supply-Side Resource Requirements :

Union Electric Company's current resource plan does not show the need for significant

supply-side resources until the year 2002 .

	

Since this need is expected to be for peaking or

intermediate capacity, which has a shorter lead time than base load capacity, UE does not currently

need to commit to the purchase ofthose resources but instead, prior to UE's 2000 decision date, will

continue to re-evaluate this need .

With respect to 4 CSR 240-22 .040 and in lieu of its March 1998 filing to meet the detailed

list ofrequirements in 4 CSR 240-22.040, UE agrees to provide to Staff and OPC:

(3) By July 1, 1998 - a written report that includes the following elements :

e An update on the current condition of existing generating facilities;

0 An economic review of improvements considered for existing generating
facilities . Improvements include major refurbishments, upgrades and
performance improvements ;

0-A determination of when improvements to existing facilities may be justified ;
and

a A review of uncertain factors that may be critical to the economics of the
improvements .

Demand-Side Analysis Requirements :

UE has re-screened a comprehensive list of demand-side measures and provided Staffand

OPC with those results twice since its initial (December 1993) resource plan filing . The results from

another re-screening at this point are not likely to provide additional information about the cost
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effectiveness of the measures.

Since its updated filing in July 1995, UE has met with Staff and OPC several times a year

with updates of current and proposed programs . Program design has evolved since its July 1995

filing, due, in part, to additional information on market barriers and customer segments gathered in

program evaluation.

In addition, UE has continued to develop and offer energy services through its Marketing and

Customer Services Departments and through one of its subsidiaries, UE Development Corporation .

Marketing is offering energy services that could fit either in a demand-side management context or

in a competitive market environment. Because of the profit potential, competitors are also offering

energy services to some of UE's customers .

Low income customers face a significant market barrier from high up-front costs for energy

efficiency. It is not clear that the competitive market will meet the need of these customers for basic

energy services that are provided in the most cost-effective manner . UE's Customer Service

Department offers this market segment assistance through its current Energy Plus programs . These

programs include "safety-net" programs designed to help people with immediate needs in paying

their electric bills . There are also some universal service programs that help improve the customer's

use of energy services through limited weatherization of dwellings and increased information on

ways to reduce energy consumption . In addition, there are Energy Plus programs for the elderly and

the disabled . UE has provided more details on Energy Plus programs in Attachment 1 .

With respect to 4 CSR 240-22.050 and in lieu of its March 1998 filing to meet the detailed

list of requirements in 4 CSR 240-22.050, UE agrees to :
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(4) At its October 1, 1997 briefing, provide a written report explaining how demand-
side measures that have passed the screening process are developed into programs.
This report will at least include:

demand-side measures included in all current and planned demand-side and
marketing programs;

0 for those measures that did not pass measure screening, a description of why
they were included in a program ;

a description of why those measures that passed measure screening were not
included in a program ; and

the demand and energy impacts of current and planned demand-side programs
and marketing programs containing demand-side measures .

(5) UE will continue its evaluation and improvement of currently implemented
programs with emphasis on refining customer market segments and identifying the
market barriers for these segments . It will also continue to review measures for
potential inclusion in demand-side programs. In its twice a year briefings UE will
include updates on the status of its demand-side and marketing programs. These
updates will include:

0 Estimated demand and energy impacts of implemented and planned programs ;

" Evaluation results on market barriers and customer market segments ;

Implementation and evaluation schedules;

A description of how UE determines whether energy services will be offered for
competitive purposes or for other purposes;

Its list of current and planned energy services that are or will be offered in UE's
service territory by UE or its subsidiaries, or Ameren or its subsidiaries for
competitive purposes and those current and planned energy services that are
or will be offered for other purposes ; and

Its progress in providing efficient basic service for low-income customers and
coordinating its efforts with social and other agencies and organizations.

- 10-
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Contingency Plan Requirements :

With respect to 4 CSR 240-22.070 of the Commission's rules and in lieu of its March 1998

filing to meet the detailed list of requirements in 4 CSR 240-22 .070, UE agrees to :

(6) Include in its October 1, 1997 briefing the following:

0 A summary of the risk and uncertainty analysis performed in conjunction with
the implementation plan filed by UE in December 1996;

A discussion of which critical uncertain factors could cause a change in the
implementation plan filed by UE in December 1996 . Factors such as the
following would be considered for inclusion

purchase power capacity ;

delivery mechanisms for DSM;

peak demand growth; and

extended outage of a large existing generating facility.

A discussion of what actions UE would undertake to mitigate the impact of
changes in these critical uncertain factors .

FilingRequirements:

The parties to this agreement understand that if there are any significant changes in the

preferred resource plan which UE currently has on file with the Commission, the requirements of

4 CSR 240-22.080(10) still apply . Specifically, UE will notify the Commission within sixty (60)

days of its determination to change its preferred resource plan .

	

If this change results in UE's

intention to implement resource options before its 1999 filing that are different from those in its

- 1 1 -
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preferred resource plan, UE will include in its filing a revised implementation plan.

WHEREFORE, the signatories respectfully request the Commission to issue its order

approving the terms of this Joint Agreement and Filing as soon as practicable .

Respectfully submitted,

Steven Dottheim
Missouri Bar No. 29149
P. O. Box 360
Jefferson City, MO 65102
Telephone (573) 751-7489
Fax: (573) 751-9285

ATTORNEY FOR THE
MISSOURI PUBLIC SERVICE
COMMISSION STAFF

Lewis R. Mills, Jr .
Missouri Bar No. 35
P. O . Box 7800
Jefferson City, MO 65102
Telephone : (573) 751-5560
Fax: (573) 751-5562

ATTORNEY FOR THE OFFICE
OF THE PUBLIC COUNSEL

`%
17 sc-.d. .~ . . , .

	

l
Joseph

	

. Raybuck

	

1

Missouri Bar No . 31241
Mail Code 1310
P. 0. Box 66149
St . Louis, Missouri 63166
Telephone : (314) 554-2976
Fax: (314) 554-4014

ATTORNEY FOR UNION
ELECTRIC COMPANY

-12-
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CERTIFICATE OF SERVICE

I hereby certify that copies of the foregoing have been mailed or hand-delivered to all counsel of
record as shown on the attached service list this 29th day of August, 1997 .

-13 -
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Attachment 1

ENERGY PLUS PROGRAMS

Universal Service Programs

ENERGYPLUS GRANTS PROGRAM (560,000 ")

The Energy Plus Grants program funds organizations across Union Electric Company's service
area to improve the weather-worthiness ofthe,homes of elderly, low-income or handicapped
residents .

Nonprofit organizations are eligible to receive these grants for a wide range of energy-related
projects .

Grants are used to purchase weatherization materials or to enhance an existing efficient use of
conservation programs .

Some ofthe grants have been awarded to help organizations conduct energy workshops, train
youth groups for weatherization work and provide weatherization materials to older adults .
Grants are awarded to support highly localized needs not covered by more structured Energy Plus
Programs .

WEATHERIZATION KITS (575,000")

Union Electric provides kits of energy-saving materials to its senior customers . Each fall,
volunteers help install kits in many locations throughout UE's service area.

Kit materials include door sweeps and self-adhesive V seals ; foam gaskets for electrical switch
plates and outlet plates ; rope caulk and transparent tape ; reusable plastic and snap-in channels for
windows.

Weatherization can cut customers' annual energy costs by at least $40. The material can be
removed and re-used .

" 1997 budgeted
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YOUTH EMPLOYMENT OPPORTUNITIES (170,000")
Thisprogram has been eliminated beginning in 1998

Since 1984, Union Electric has worked with local social service and government organizations to
sponsor youth employment programs during the summer months . Through these programs,
thousands of youths have found employment, and thousands ofhomes have been weatherized.

Teams ofyoung people weatherize the living units ofsenior citizens and needy people by
installing heavy duty plastic on windows and caulking and weather-stripping around doors and
windows. In 1992, the Air Conditioning Program merged with Youth Employment
Opportunities .

ENERGYWISE/ENERGY SMART (sto ow)

Through the EnergyWise/EnergySmart Program founded in the 1980s, Union Electric retirees
offer money-saving energy conservation tips and general information to senior citizen groups in
UE's service area .

EnergyWise is a 30 to 40 minute program that concentrates on no-cost/low-cost ways to reduce
energy consumption and save money in the process . A videotape show outlines the basics of
home energy efficiency, and team members use tabletop exhibits for "live" demonstrations of
several weatherization tips.

EnergySmart, a 40 to 50 minute program involving audience participation, acquaints UE's senior
customers with programs UE has available for them, including all Energy Plus Programs .

An Energy Services guidebook containing conservation, health and safety tips is used as the
primer for an Energy IQ test for program participants .

NITS LITE PROGRAM (5150,000')

Nite Lite is a cooperative program involving neighborhood organizations, local police and Union
Electric to help hundreds of city residents use porch lights to fight crime .

As a partner in Nite Lite, UE provides energy-saving compact fluorescent lights to neighborhood
organizations for distribution to residents .

Working with local- police, the neighborhood organization develops and implements a plan to
insure the fluorescent bulbs are installed and turned on at night to deter crime . These bulbs'
operating costs are one-fourth that of regular light bulbs .

UE also provides grants to neighborhoods to assist with the installation of wiring and motion
detectors .

' 1997 budgeted 2
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Safety Net Programs

DOLLAR MORE ($950,ooohom customer contributions)

Established in 1982, Union Electric Company's Dollar More Program provides an outlet for UE
customers interested in making voluntary contributions to energy assistance funds that help low-
income families .

Contributions are distributed by United Way agencies to a network of human service agencies in
the areas where contributors live. To contribute, customers simply mark a box on their bills,
indicating a willingness to contribute and a pledge amount, or they can call UE to receive pledge
cards .

Pledges are listed as an additional item on the customer's monthly bill and can be canceled or
changed at any time by contacting UE.

UNION ELECTRIC DOLLAR MORE COMPANY PROGRAM (S200,000',)

Union Electric's Corporate Dollar More provides funding for utility assistance . Corporate Dollar
More funds come from UE's Charitable Trust and go to local social service agencies that have
established- energy assistance pibgrams.' Many recipient agencies use the Corporate Dollar More
funds as a means to encourage other donors to match UE's funds .

CUSTOMER ASSISTANCE PROGRAM ($840,000')

Union Electric Company has established a program designed to address the underlying causes of
sudden, erratic bill payments .

To respond to the needs of customers who are in a crisis of a non-recurring nature, UE's
Customer Assistance Program (CAP) has resulted in the restoration offinancial stability for more
than a third of those referred to the program. Another 55 percent of CAP's clients make
significant progress toward stability .

Established in 1986, CAP is administered by Provident Counseling, a social service outreach
agency, through a contractual arrangement with Union Electric.

Each CAP counselor is a professional social worker knowledgeable about community resources
and trained to develop a course ofaction for referred customers . CAP helps customers by
assessing social service and financial needs, evaluating customer resources, assisting in budgeting
and concentrating on helping customers find solutions that will foster long-term stability by
providing :

' 1997 budgeted 3
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1997 budgeted

Initial assessment of social service and financial needs .

Evaluation ofthe current and potential resources .

Assistance in making payment arrangements with Union Electric.

Referrals to appropriate community and/or government resources .

Information on energy conservation options .

Development of a realistic household budget.

Liaison with private/public agencies .

The organization refers customers to appropriate agencies . CAP also provides energy
conservation options and serves as the liaison with private and public agencies .

Other Energy Plus Programs

URBANLEAGUE COMMUNITY OUTREACH PROGRAM (560.000")

The Urban League Community Outreach Center was made possible through a grant from Union
Electric Company. The center has received funds, in-ldnd services and material contributions
from a number of St. Louis-based corporations .

Centrally located, at 4151 Olive Street in St . Louis, the center operates the only local food bank
that is open daily .

AIR CONDITIONING PROGRAM ($80,000")

Since 1988, Union Electric, with air conditioning unit wholesale supplier Marco Sales, Inc., has
funded a program that provides free air conditioning units to older, medically certified persons .

The program is coordinated by Senior Home Security, a not-for-profit organization that provides,
among other services, energy conservation assistance to elderly and physically disabled persons .
Another program partner is Operation Weather Survival, a consortium ofsocial service agencies .

To qualify, recipients must have proof from attending physicians that they require air conditioning
for medical reasons . The window units are loaned to recipients, who are also eligible for a grant
from Union Electric's Dollar More Program to help pay energy bills .

4
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UE began its partnership with Senior Home Security, Inc., to offer youths a viable skill in the
repair and installation of air conditioning units. The youths also weatherize homes by putting
plastic on the windows, caulking and weather-stripping around the doors and windows.

LIFE SUPPORT SERVICE

Once Union Electric knows that a customer has life support equipment in a home, that
information is entered into a computerized life support equipment registry .

Union Electric notifies customers about planned maintenance outages and gives a suggested back-
up plan for emergency outages. Customers have been registering for this service for several
years . Customers can call Union Electric for registration forms .

SERVICES FOR SPEECH_AND_HEARING IMPAIRED

Since the mid-1970s, Union Electric has offered a special computerized phone hook-up that lets
UE communicate with speech and hearing impaired customers . If those customers have a
telephone device known as a telecommunications device for the deaf (TDD or TDY), they can
call UE directly and ask questions about billing, service or anything else pertaining to Union
Electric .

BRAILLE BILLING

Many customers have taken advantage ofthe Braille bill developed by Union Electric for the blind
since it was created in January 1990 .

LARGE PRINTBILLS

In October 1992, UE created a large print bill for the visually impaired customer as a supplement
to the regular bill.

All customers served by UE are eligible to receive this bill, which is sent along with a regular bill .
In large print, it lists the dates of service, the customer's account number and address, usage
amounts, current amount, prior balance, budget billing amount (ifthe customer has signed up for
that service), the total amount due and the payment due date .

HOSPITAL STAY FOR THE ELDERLY

UE customers age 60 and older, who are in the hospital, are eligible for UE's Hospital Stay
Program .
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While in the hospital, the customer will not receive delinquent notices if the UE bill is not paid .
Also, the customer's service will not be disconnected due to non-payment while he/she is in the
hospital . UE will work with the customer to make payment arrangements .

DEFERRED PAY-DATE

Through this program, established in 1986, Union Electric allows customers receiving retirement
benefits or disability payments to delay paying their Union Electric bill for up to 21 days .

This allows that customer to pay the bill when he or she receives retirement or Supplemental
Social Security income checks, easing a budget crunch that can occur when .the UE bill arrives
earlier in the month than benefit payments .

THIRD PARTYNOTIFICATION

To qualify for Deferred Pay-Date, UE customers must be at least 60 years old and permanently
retired or disabled and receiving Supplemental Social Security income . The customer must pay
the electric bill in full every month on or before the special extended due date .

Union Electric will contact the families of registered elderly or customers with disabilities before
disconnecting service for nonpayment ofutility bills.

Customers must be at least 60 years old or disabled to receive this service.

GATEKEEPER

Focusing on older adults who five alone and have little contact with others, UE's Gatekeeper
Program involves those Union Electric employees who have contact with the public as part of
their normal workday. These employees receive special training to recognize when an older
person may need help .

The trained UE Gatekeeper who observes a warning sign -- an overgrown lawn, newspapers piled
up or a confused or disoriented senior -- starts the process by alerting appropriate officials . The
agency assesses the need for intervention and arranges appropriate assistance .
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STATE OF MISSOURI
PUBLIC SERVICE COMMISSION

At a session of the Public Service
Commission held at its office
in Jefferson City on the 7th
day of January, 1998 .

In the Matter of The Empire District

	

)
Electric Company's Electric Resource

	

)

	

Case No . KO-96-56
Plan Pursuant to 4 CSR 240-22 .

	

)

This case was opened on August 21, 1995, for the purpose of

receiving and reviewing periodic integrated resource plan filings of The

Empire District Electric Company (EDE) pursuant to 4 CSR 240-22 of the

Commission's rules . On December 5, 1997, EDE, the Staff of the Commission

(Staff), the Office of Public counsel (OPC) and Intervenor Kansas City

Power & Light Company (KCPL) filed a proposed joint agreement regarding

ED£'s Electric Resource Plan (ERP) . Intervenor St . Joseph Light & Power

Company (SJLP) did not participate in the agreement but filed a separate

statement that it does not oppose the agreement and waives notice and

hearing . Pursuant to the Commission's rules, SJLP acknowledges that such

waiver constitutes acknowledgment that the proposed agreement is unanimous .

EDE filed its most recent resource plan in September 1995 .

After review by the other parties, a joint agreement was reached and

approved by the commission on March 29, 1996 . As a part of that agreement,

EDE agreed to perform an all-source competitive solicitation for its

projected 2001 resource needs . On August 7, 1996, EDE notified the

Commission that the approved plan was no longer appropriate, in accordance

with 4 CSR 240-22 .080(10) . The proposed joint agreement details the

reasons why the 1995 plan is no longer appropriate . Briefly put, those

reasons include placing in service state line combustion turbine No- 2,
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changes in the capacity margin requirements by the MoKan Power Pool aild

ongoing changes in the electric industry itself.

The parties are, therefore, viewing the next several years to

be a transitional period in the electric industry in the state of Missouri .

The parties state that the electric industry will focus on issues

surrounding potential retail competition and .that, therefore, the

competitive solicitation program is no longer desirable and an ongoing

dialogue is needed regarding the potential effect of retail competition on

demand-side and supply side resource acquisition . The parties are

proposing a series of briefings and periodic reports, partially to improve

the understanding of the parties regarding the impact of anticipated retail

competition on the electric resource planning process . The briefings and

periodic reports are detailed in the proposed agreement .

The parties have also stated that the proposed agreement

constitutes a reasonable alternative to the requirements in the joint

agreement reached in the EDE September 1995 resource plan filing and a

reasonable alternative to compliance with EDE's September 1998 filing

requirement--as -set out in 4 CSR 240-22 .

After review the Commission finds the joint agreement to be

reasonable in that it is designed to shift emphasis from the filing

requirements of Chapter 22 of 4 CSR 240 and to go forward with issues that

jointly relate to electric resource planning and retail competition in an

efficient and effective manner . The Commission will approve the agreement

as an alternative plan for EDE's compliance with the Commission's

integrated resource planning rules, and will order EDE to comply with the

terms and conditioas of the agreement .

IT [SAMOREORDERED:

1 .

	

That the joint agreement between the parties, appended to

this order as Attachment A, is found to be reasonable and in the public

interest and is hereby approved in accordance with 4 CSR 240-22-
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"

	

2 .

	

That The Empire District Electric Company is hereby

ordered to comply with the terms and conditions of the joint agreement .

3 .

	

That this order shall become effective on January 21,

1998 .

(S E A L)

Lumpe, Ch ., Crumpton, Murray,
and Drainer, cc .,-concur .

Derque, Regulatory Law Judge

Dale Hardy Roberts
Secretary/Chief Regulatory Law Judge

COMMISSION
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BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the Matter of The Empire District

	

)

	

DEC 0
S

1997

Pursuant o 4 CSR 240e22
ic Resource Plan

	

j

	

Case No. EO-96-56 PO&IC

	

Aft%

OM

JOINT AGREEMENT

Comes now The Empire District Electric Company (Empire or Company); Staff of the

Missouri Public Service Commission (Staff) ; Kansas City Power & Light Company (KCPL); and

Office of Public Counsel (OPC), and pursuant to 4 CSR 240-22 .080(8) of the Commission's rules

on Electric Utility Resource Planning, submit this Agreement regarding Empire's Electric Resource

Plan (ERP) in Case .No. EO-95-56 and the scheduled filing of a new ERP by Empire in 1998 .

Although a party to this proceeding, St . Joseph Light & Power Company is not participating in this

agreement, but is simultaneously filing correspondence which states that it does not oppose this Joint

Agreement and waives its rights under 4 CSR 240-2.115 to notice ofthe filing of this agreement and

a hearing thereon.

This document constitutes a unanimous agreement between Empire and such parties as to

these recommendations . Furthermore, the parties waive their respective rights under section (9) of

4 CSR 240-22.080 to file a response or comments . Therefore, the parties submit that they are not

asking for, nor from their perspective is there a need for, a hearing by the Commission . The parties

are ready and willing to respond to any questions of the Commission which may arise during its

consideration of this unanimous agreement .

This Joint Agreement has resulted from extensive negotiation among the signatories and the
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terms hereof are interdependent . In the event the Commission does not approve and adopt this Joint

Agreement in total, then this Joint Agreement shall be void and no signatory shall be bound by any

ofthe agreements or provisions hereof.

In the event the Commission accepts the specific terms ofthe Joint Agreement, the Parties

waive, with respect to the issues resolved herein: their respective rights pursuant to Section

536 .080.1, RSMo 1994 to present testimony, cross-examine witnesses, and present oral argument

and written briefs ; their respective rights to the reading ofthe transcript by the Commission pursuant

to Section 536.080 .2 RSMo 1994 ; and their respective rights to judicial review pursuant to Section

386.510 RSMo 1994 .

Ifrequested by the Commission, the Staff shall have the right to submit to the Commission

a memorandum explaining its rationale for entering into this Joint Agreement and Filing . Each party

of record shall be served with a'copy of any memorandum and shall be entitled to submit to the

Commission, within five (5) days of receipt of Staffs memorandum, a responsive memorandum

which shall also be served on all parties . All memoranda submitted by the parties shall be

considered privileged in the same manner as are settlement discussions under the Commission's

rules, shall be maintained on a confidential basis by all parties, and shall not become a part of the

record of this proceeding or bind or prejudice the party submitting such memorandum in any further

proceeding or in this proceeding whether or not the Commission approves this Joint Agreement and

Filing . The contents of any memorandum provided by any party are its own and are not acquiesced

in or otherwise adopted by the signatories to the Joint Agreement. and Filing .

The Staff shall also have the right to provide, at any agenda meeting at which this Joint

Agreement is noticed to be considered by the Commission, whatever oral explanation the
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Commission requests, provided that the Staff shall, to the extent reasonably practicable, provide the

other parties with advance notice of when the Staff shall respond to the Commission's request for

such explanation once such explanation is requested from Staff. Staff s oral explanation shall be

subject to public disclosure, except to the extent it refers to matters . that are privileged or protected

from disclosure pursuant to any Protective Order issued in this case .

A.

	

The Status of Empire's Resource Plans

1 . THE CONTEXT OF THE AGREEMENT

In September 1995, in Case No. EO-95-56, Empire filed with the Commission its Electric

Resource Plan . In that filing, Empire's Preferred Resource Plan showed the need for a 101 MW

combustion turbine (CT) in 1997 and an additional 150 MW resource need .in the year 2001 . The

ERP filing was reviewed by the Siaff and the OPC as well as other intervenors and the findings were

reported to the Commission. The reports and the subsequent agreements between the parties

associated with these reviews were also filed in Case No. EO-95-56. The parties filed a Joint

Agreement February 16, 1996 . The Commission issued an order in Case No. EO-95-56 on March

29, 1996, which incorporated the Joint Agreement. One ofthe primary provisions was that Empire

agreed to perform an all-source competitive solicitation in 1997 for its projected 2001 resource need .

On August 7, 1996, pursuant to 4 CSR 240-22 .080(10), Empire notified the Commission

that its preferred resource plan was no longer appropriate . At that time, Empire informed the

Commission that a 152 MW combustion turbine was to be constructed in 1997 instead of the 101

MW combustion turbine that was identified in the preferred resource plan . The 152 MW combustion

turbine called State Line Unit 2 has successfully complied with all in-service criteria and is currently
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serving Empire's customers' needs .

Additionally, during December 1996, the MOKAN power pool executive committee agreed

to reduce the capacity margin requirement for its members from 15 .3 percent to 13 .04 percent,

effective for the contract year beginning June 1, 1997 . Empire is a member ofMOKAN. This

reduction was allowed within the guidelines of the Southwest Power Pool ("SPP") .

	

The SPP

guidelines basically state that capacity margins can be as low as 15.3 percent in any system without

the performance of a loss of load probability ("LOLP") study and that capacity margins can be as

low as 13 .0 percent if an LOLP study shows loss of load probability of less than one time in a ten

year period . The MOKAN and SPP LOLP studies that were performed supported a reduction in

capacity margin for the MOKAN system to 13 .04 percent. This lower capacity margin requirement

from the power pool therefore reduces the amount of capacity which Empire has to have to meet

reserve margin requirements . As a result,'future capacity requirements are reduced. Empire's 1997-

2001 forecast shows a capacity shortfall of 58 MW in the year 2001 . Although Empire's native load

is growing, the requirement in the year 2001 is needed in part to replace capacity that is currently

supplied through purchased power agreements that will expire in the years 2000 and 2001 .

B.

	

Changes in the Electric Industry

The changes in the electric industry since the Commission adopted its Electric Resource

Planning Rules have been extensive . In 1993, the electric industry in Missouri was still viewed as

having a vertically integrated structure in which the utility reading customers' meters is the same one

adding generation plant to meet the growing demands of those same customers. Building new

generation plants or long-term purchases from available capacity were generally considered the

standard ways to meet growing demands . While competitive bidding for supply-side resources was

4
SCHEDULE FAD-5
Page 7 of 18



being considered by some utilities in Missouri, the resulting short-term purchased power agreements

were generally seen as a method for filling in reserve requirements on a year-to-year basis and

delaying construction of new generation plant . In the context of emerging competition for retail

customers, Empire is now focusing on shorter term planning horizons and looking to short-term

purchases acquired through competitive bids as the preferred method for meeting resource

requirements .

At the time the Commission's Electric Resource Planning rules were adopted, demand-side

resources were generally considered as peak shaving or conservation . Peak shaving had the greatest

potential for lowering the present value of revenue requirements without raising rates .

	

Retail

competition has raised a concern by the utilities about the potential for conservation options raising

rates and increasing the likelihood of losing customers to alternative generation suppliers. At the

same time, increasing competition to be the customer's energy services provider has resulted in most

utilities focusing on planning and implementing marketing programs, some of which have demand-

side components .'

C. e_

In Missouri, the next several years is being viewed by many as a transition period during

which the electric industry's focus will be on issues surrounding retail competition . The parties to

this agreement believe that the "1997 Competitive Solicitation" that was agreed to and incorporated

The distinction between demand-side and marketing programs is that demand-side programs focus
on removing market barriers that are obstacles to customer implementation of energy efficiency measures,
while marketing. programs are designed to sell energy services in a market environment that is competitive .

2

	

Energy services, at its broadest, is defined as products and services that are related to selling and
delivering electricity . In the state of Missouri, entities other than utilities can offer energy services, other than
electricity which can result in improved operational efficiencies to the utilities' customers .
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in the Commission order in Case No . EO-95-56 is no longer timely . Due to changes in Empire's

resources and due to the changes in the electric industry, the parties agree that postponing the

"competitive solicitation" is desirable . The parties believe that Empire performing any competitive

solicitation without considering the potential impact of retail competition could increase Empire's

financial risk.

To accommodate what is believed to be a workable transition for those entities involved in

the electric resource planning filings and reviews, this agreement proposes periodic reports and

twice-a-year briefings by Empire on its resource planning activities and implementation plans .

The intent of having scheduled briefings by Empire is to provide a forum in which an

ongoing dialogue will occur about the increasing effect that the potential for retail competition is

having on Empire's -supply-side and demand-side resource acquisition process . The supply-side

emphasis of these meetings will be on the emerging market structures for wholesale generation

resources . The demand-side will focus on the least cost provision of electric services for low-income

customers . The primary goal ofEmpire's planning process will remain to provide low cost, safe,

and reliable electrical energy to its customers while at the same time positioning the Company for

possible retail generation choice .

The parties to this agreement recognize the Commission's recent order in Case No. EW-97-

245 as having two possible connections to this agreement . First, a significant level of resources will

need to be devoted to the questions raised by the possibility of retail competition . The time and

efforts of those scheduled to file and review electric resource plans takes resources away from these

critical questions .

	

Second, there are longer-term questions about how the objectives of the

Commission's Electric Utility Resource Planning rules might change or be better implemented in
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the context of retail competition .

The intent of this agreement is two-fold . The first is to relieve Empire of its obligation to

perform the 1997 competitive solicitation. The second is to provide a way for the parties to shift the

emphasis from the filing requirements of the Commission's rule as they apply to Empire's second

resource plan filing, and go forward on issues that jointly relate to electric resource planning and

retail competition . It is the hope of the parties that this will free significant resources that can then

focus on the longer-term questions concerning retail competition .

	

One of the purposes of the

scheduled briefings is to improve the understanding of the parties regarding the impact of retail

competition on the electric resource planning process .

The briefings and periodic reports detailed in the next section of this agreement are not

intended to be a full and comprehensive substitute for the detailed analysis requirements that are set

forth in the Electric Utility Resource Planning rules . Therefore, since this process is different from

the requirements of 4 CSR 240-22, the objectives achieved by this process may be different from

the objectives that are set forth in 4 CSR 240-22.010 . However, the parties agree that this agreement

constitutes a reasonable alternative to the requirements in the Joint Agreement reached in Empire's

September 1995 resource plan filing and a reasonable alternative to compliance with the rule for

Empire's September 1998 filing . Empire's next filing pursuant to 4 CSR 240-22 is scheduled for

September 6, 2001 .

If the Commission rescinds or suspends the operation of 4 CSR 240-22 before the

requirements of this agreement are fulfilled, the parties agree that EDE will not be required to

continue the analysis and make the filings herein scheduled. If the Commission modifies 4 CSR

240-22, or for any other reason, the Commission rescinds, suspends the operation of or modifies 4
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CSR 240-22 before the scheduled dates set out herein, the parties agree to renegotiate the terms of

this agreement to meet the stated intent of the Commission, and in the event that a new agreement

cannot be reached, the parties may present their positions to the Commission for final determination .

Resource Plan Requirements :

In lieu of the 1997 competitive solicitation required by the Joint Agreement of February 16,

1996, and in lieu ofEmpire's scheduled 1998 filing to meet the requirements of4 CSR 240-22, the

parties agree that Empire will brief the Staff, OPC and intervenors on or about March 1, 1998 ;

September 1, 1998 ; March 1, 1999 ; September 1, 2000 ; March 1, 2000; and September 1, 2000 .

These briefings shall include information on the following:

II . THE CONTENT OF THE AGREEMENT

Any changes in load forecasts for seasonal class energy and peaks with

an explanation for those changes ;

Any changes in implementation plans for both demand-side and supply-

side resources with an explanation for those changes ; and

Any changes in uncertainties, sensitivities, risks and contingency plans

with an explanation for those changes .

Load Analysis and Forecastin g Requirements

With respect to 4 CSR 240-22.030 and in lieu of its 1998 filing to meet the requirements in

4 CSR 240-22.030, Empire will meet the following load analysis and forecasting filing requirements .

(2)

	

In its March 1998, 1999, and 2000 briefings, Empire will provide Staff, OPC

and intervenors with the information regarding the status of the following activities :
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Update to its historical data base on driver variables, seasonal energy

and peak demands for its major classes ;

Forecasts of units and use per unit by season for the Residential and

Commercial classes ;

Forecasts of annual energy by end-use for the Residential and

Commercial classes ;

Forecasts of seasonal energy for all other classes ;

Forecasts of driver variables for all classes at the appropriate level of

aggregation ; and

Report on the load forecast that documents any changes made in load

forecasting methods, compares both load forecasts and driver variable

forecasts to historical trends and compares load forecasts and driver

variable forecasts to those from the previous year .

Updated forecasts and historical data bases will be provided as developed by Empire for

planning purposes but not less than every three (3) years, first beginning March 1998 .

Supply-Side Resource Requirements :

Empire's 1997-2001 forecast shows a need for 58 MWin contract year 2001 . Empire does

not believe that it needs to commit to the purchase ofthis resource at this time, but instead believes

that it should continue to re-evaluate its needs as the possible effects ofretail competition are more

fully realized .

With respect to 4 CSR 240-22:040 and in lieu of its 1998 filing to meet the requirements in

4 CSR 240-22.040, Empire will meet the following supply-side filing requirements :

(3)

	

In its September 1998 briefing, Empire will provide Staff, OPC and

intervenors with a summary report of a reoptimized supply side only plan . The

report will include a presentation on the derivation of avoided costs that will

be used in screening DSM measures.
SCHEDULE FAD-5
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