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BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI
REBUTTAL TESTIMONY OF JON R. EMPSON

ON BEHALF OF AQUILA, INC.
D/B/A AQUILA NETWORKS-MPS
CASE NOS. ER-2004-0034

What is your name and position within Aquila, Inc. (“Aquila” or “Company”)?

Jon R. Empson, Senior Vice President of Regulated Operations.

What is your educational background?

I have a B.A. in economics from Carleton College and an MBA from the University of
Nebraska at Omaha.

What are your responsibilities within Aquila?

[ have overall responsibility for the state utility operations in Aquila’s seven state
service territory as well as the regulatory, legislative and central services functions.
When did you assume this position?

I assumed these responsibilities in January 2004.

What was your prior work experience?

Since 1986, I have held several officer positions in Aquila, responsible for many
different functions including regulatory, legislative, legal, engineering, gas supply,
human resources, accounting, measurement, and data processing. 1 also had a seven-
year career at Northern Natural Gas/Enron in three different subsidiaries and an eight-
year career at the Omaha Chamber of Commerce primarily dealing with economic
development.

What is the purpose of your rebuttal testimony?

1 will be specifically responding to direct testimony filed by various witnesses that
discussed Missouri Public Service’s (“MPS’s”) affiliation with the Aries plant; the

overall volatility in the natural gas market and the appropriateness of a fuel cost true-up
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mechanism; the vacant office space at Aquila’s headquarters; and the allocation of

corporate costs to Aquila’s Missouri electric
Aries Combined Cycle Plant

What will your testimony :conccrning the Aries Plant address?

Missouri Public Service éommission Staff (“Staff”) Witnesses Featherstone and
Oligschlaeger have both expressed the opinion that MPS, one of Aquila’s Missouri
utility operating divisions, should have built the Aries Plant rather than entering into the
competitively bid, low cost Purchased Power Agreement (“PPA”) with Aquila’s
affiliate. Aquila witnesses DeBacker and Sherman will be providing the detailed
economics of the benefits of the PPA. I want to discuss the decision making
environment that MPS, the utility, was facing at the time the decision was made to enter
into the short;term PPA rather than build a new electric generation facility.

Do you a:gree with Mr. Oligschlaeger that Aquila/UtiliCorp did not “consider the option
of allowing its MPS division to construct and operate a regulated generating unit to
meet the MPS division power needs in the 2001 — 2005 period” (p. 10, lines 3 - 12)?

I do not. It is my understanding that the Company considered building a regulated
generating unit but within the context of the economic alternatives and current
regulatory environment. Mr. Oligschlaeger has not explained why building a
regulated gencrating'unit at that specific point in time should have been considered a
viable option. Mr. Oligschlaeger has not discussed the regulatory conditions that
existed at the time the decision was made. Given the economics discussed by other
Aquila witnesses and both the national regulatory trends and the policy guidance being
received from the Missouri Commission Staff concerning the potential for creating
future stranded costs that would be borne by our Missouri customers and/or the

Company’s shareholders, any decision to build a new generating unit would not have
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been a good business decision. It is important that the decision be reviewed within the
context of the economic and regulatory environment known at that time and not within
the context of what is known today. |
Please explain. ]

On May 1, 1998, Dana K. Joyce, General Counsel for the Missouri Public Service
Commission (“Commission”) submitted on behalf of the Retail Electric Competition
Task Force, its final report. Through a series of orders, the Commission had éreaf&d a
broad-based Task Force “to create a public record that will enable all members of the
public, including their elected representatives in the Gene;al Assembly as well as the
office of the Governor, to become knowledgeable on the issues involved in the electric
restructuring debate.” (page 3)

‘What “issue” addressed in this report created concerns for Aquila/UtiliCorp?

One of tixe major issues in electric restructuring is the potential cfcation and subsequent
recovery of stranded costs.

What is stranded cost?

Stranded cost, as defined in this report, is the difference between the value of a utility’s
assets in a competitive marketplace and their value as determined under existing
regulatory procedures,

What position did the Task Force take on the issue of overall recoverability of stranded
costs associated with implementation of competition?

Given the diversity of Task Force members, the Task Force could not reach a consensus
and therefore took no position on overall recoverability of stranded costs. However, a
very strong theme within the report itself and the subcommittee report on stranded costs
was that Missouri utilities should be held accountable for aggressively mitigating any

stranded costs before the Commisssion should even consider having the customers bear
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any of the cost.

How did the Staff respond to the Task Force Report?

On June 12, 1998, the Staff filed an “Electric Restructuring Plan for the Competitive
Supply of Generation in Missouri.” I have attached this report as Schedule JRE - 1,
Since the Task Force could not reach a consensus on an overall plan, the Staff made the
following stétement on page 1: -

“The Staff of the Commission (Staff) having participated fully in the Working
Groups and the Task Force will take this opportunity to present a comprehensive plan
for restructuring in Missouri based upon the information currently available. This plan
adopts the same assumption of the Task Force that electric restructuring will be
mandated. This plan will provide some general policy direction and will make
proposal§ for implementation of retail competition.”

What specific guidance was Staff pro.viding that you found relevant to the decision on
whether MPS, the utility, should consider building a new regulated generatic;n plant
during the late 1990°s?

There are four quotes form this report that helped frame the regulatory environment for
building a new generation facility:

“Only in the case where the utility has made significant divestiture of its generation
assets should these subsequent charges be set at levels necessary to allow 100% of the
remaining utility stranded costs to be recovered.” (page 11)

“The Staff believes that divestiture of generation by utilities will more quickly promote
vigorous competition in the generation markets and raise fewer questions ﬁnd CONCerns
regarding independence of operation of the generation assets.” (page 12)

“The utility will not want to commit to new contracts over long time periods when such

a contract term might result in stranded costs at the time that direct access is
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implemented.” (page 28)
“In addition to replacing existing generation capacity, all of the investor-owned utilities
will need to add additional capacity to meet their growth in native load (wholesale under

contract and retail). It is anticipated that much of this new generation capacity will be

acquired through short-term purchased power contracts rather than from the addition of

new generation capacity.” (emphasis added) (page 29)

Are the Staff’s positions as described above consistent with the advice you were
providing Aquila’s management during the mid-to-late 1990°s?

Yes, they are.  For both the gas and ele_ctric utilities, my regulatory staff and I were
advising management to be concemed about creating any potential future stranded costs
by entering into long term contracts or investing in physical assets that could be
impacted by any decision to restructure the utility industry. For example, we were
trying te; negotiate shorter-term interstate natural gas pipeline contracts or include
“market out” provisions, and we were insisting on contract assignment provisions in
retail choice programs. We were essentially advising the Company to be very cautious
about creating any significant long positions in the commodity portion of the business
because any such decision could be potentially viewed by a Commmission as being
imprudent given the concern about stranded costs. Any commitment to build new
generation by a Missouri utility given the policy positions stated by the Staff and the
uncertainties that existed on electric restructuring had to be considered within that
context. The Staff was emphasizing the importance of mitigating stranded costs and
was not supporting 100% recovery of stranded costs, was proposing that utilities be
forced to sell their generating assets, and was essentially acknowledging that utilities
would be maintaining a short position in electric supply in order to mitigate future

stranded costs.
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20 West 9 Lot
Do you agree with Office of Public Counsel (“OPC”) Witness, Mr. Dittmer that -
“significant areas of space” are not being utilized in Aquila’s headquarters facilities at
20 West 9™ J
Yes, I do agree that at the time Mr. Dittmer toured our facility, we had space that was
underutilized. |
Is his disaliowance of related costs appropriate?
No, it is not. Mr. Dittmer has calculated that 544 of the 847 workstations in the facility
are currently being occupied. Therefore, he has recommended that 303/847 or 35% of
the related space costs be disallowed to reflect the current vacancy rate. However, Mr.
Dittmer is ignoring two impdrtaﬁt considerations. First, he did not allow any vacancy

cushion to accommodate growth or redistribution of employees within the building or

redesign of space utilization to improve the work environment or to accommodate the

potential relocation of Aquila pcrsonnei frorm other Kansas City area facilities. And
second, Aguila had adopted a very aggréssive office space-planning program to
maximize the use of the building when it was initially occupied.

What assumption did Mr. Dittmer make about vacant space in an office building?

Mr. Dittmer ignores the need to maintain some level of vacant space to accommodate
growth in employment, redesign of usage, or special projects. It wouldn’t be
appropriate to assume that 100% of the space in any company’s office is being occupied
100% of the time. According to an International Facility Management Association
(“IFMA”) Study, energy utilities average 13% vacancy cushion. This means that the
847 workstations at 100% capacity should first be reduced to 737 workstations for
maximum reasonable utilization. Mr. Dittmer’s calculation should first be changed to

(737-544)/737 or 26% vacancy. The 26% vacancy of workstations is easily absorbed by
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a more reasonable assumption on space usage per employee. In fact, as the Company
completes its restructuring the past density practices are being re-examined since
experience has shown that it was not the most productive due to noise levels and
privacy issues.
What do you mean that Aquila had an aggressive office space-planning program? -
The IFMA study also indicates that the average office area per worker is 284 square
feet. Aquila’s average in the 20 West o™ facilities is 152 square feet per person or
53.5% of the average. A copy of a typical floor plan is attached as Schedule JRE - 2 to
show the density of usage. All employees, including the officers, were placed in a
cubicle setting. |
What do you conclude from these studies?
If Aquila had followed the industry standard, rather than its aggressive space utilization
plan, the entire space designed for potentially 847 cubicles would now be occupied.
How did you reach that conclusion?
Using the IFMA average, the 544 employee workstations would equate to 835
workstations (544 * 1.535). It doesn’t seem appropriate for Aquila to be penalized for
being very aggressive in space utilitization especially as the building is being re-utilized
to serve the needs of the utility. For example, the office space at Raytown has become
too crowded and relocation to the 20 West 9™ Complex is being considered to relieve
the pressure.

Gas Supply Market
How do you react to the testimony of Mr. Brubaker, Mr. Stephens, Mr. Busch, and Mr.
Vesely concerning the current natural gas markets facing utilities?
There was a general appreciation for the unique and volatile market environment that

currently exists for natural gas and, based upon the differences in setting a reasonable
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cost for natural gas, a general understanding of how difficult it is to set a cost that will
provide Aquila with a reasonable opponuhity to Tecover its costs. Aquila Witnesses
Browning and O’Donnell address this issue in detail.

Given that unpredictability in gas prices, what is the reasonable solution?

It appears that Aquila, thelStaff, the Federal Executive Agencies, SIEVA, and St.
Joseph Missouri Industrial Users agree that some form of fuel cost true-up mechanism
would be appropriate. However, the actual mechanism and the actual base cost of
natural gas vary in each set of testimony.

Several of the witnesses refer to the Energy Information Administration (“EIA™) as a
reliable source for forecasting future prices for natural gas. What is your reaction?
Given the current market environment for natural gas, I do not think that EIA has a
forecasting capability that is any more reliable than other sources.

On what‘do you base your conclusion?

I have been tracking the EIA monthly reports on natural gas markets for the past few
years and providing summaries to internal personnel. As part of the summary, we have
maintained a history of EIA’s price forecasts, which are attached as Schedule JRE - 3.
Each graph shows how EIA’s price forecasts each month for a specific future quarter
varied over time. For example, the Price Forecasts 3™ Quarter 2002 graph shows that
EIA’s January 2001 forecast for the 3™ Quarter 2002 was about $4.10. EIA increased
that forecast to about $4.40 in May 2001; decreased it to about $1.85 in December 2001
and the actual price averaged $2.88 for the quarter. The Price Forecasts for 4™ Quarter
2002 fluctuated from over $5.10 in May 2001 to $1.90 in February 2002 with an actual
4™ Quarter average price of $3.60. This testimony is not meant to be critical of EIA but
rather to demonstrate that even the most sophisticated economeiric models cannot

accurately forecast natural gas prices. By approving an energy true-up mechanism for
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Agquila, the Commission can avoid speculation on setting a firm gas price recovery level
and match the cost recovered in rates with the actual costs incurred. Iagree with Mr.
Brubaker that “when the Commission makes its final decision, it should -decide what is
the most realistic_outlookf for natural gas prices at that time,...” (page 4, lines 18 — 195.
Once that “most realistic price” is set, an adjustment mechanism should be
implemented so that the price recovered in rates reflects the prices being incurred.

Corporate Cost Allocations

Please explain the adjustment to corporate allocated costs proposed by Staff witness
Charles Hyneman and OPC witness James Dittmer.

Both witnesses have subjectively chosen to eliminate a portion of selected corporate
department costs on the basis that these selected departments are significantly
participating in Aquila’s restructuring/divestiture activities and that these activities for
these départ.ments are expected to continue into the future. |

What is meant by “Aquila’s restructuring/divestiture activities?”

Aquila initiated a process in mid-2002 to effectively transition the Company back to a
seven-state domestic utility. The reasons for that decision are discussed in great detail
in Case No. EF-2003-0465 which is pending before this Commission. In order to
achieve the transition, Aquila is essentially selling all of its international utility
operations and exiting the merchant business.

What is the status of this process?

Aquila has been very successful in executing this transition. The New Zealand,
Australian, and United Kingdom utility properties have been sold. The sale of the
Canadian utility properties is pending and should close later this spring. Aquila will
have then effectively sold all of its international utility properties. The merchant

business has also been substantially reduced.” In December 2001, Aquila had 1,248
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employees supporting its merchant business activities. By December 2003, the
employment base had been reduced to 71 people and many of the assets had been sold.
Do you consider the transition essentially complete?

The asset sales and business restructuring activitiés have been substantially completed
but there is still more work to be done. However, senior management’s time has been
and continues to be focused on the day-to-day operations of the utility business.

When Aquila prepared the rate cases that were filed with the Commission, what
guidance did you give the regulatory team?

There were two basic principles that we made a concerted effort to apply to a review of
our rate case filing.

First, our utility customers should not bear any of the costs associated with Aquila’s
exiting or winding down our non-regulated and international businesses. In other
words, as stated by Aquila witness Beverlee Agut in her direct testimony, our intention
and desire was to insulate the customer from these activities and not include these costs
in the cost of service in this case.

Second, we should make an initial attempt to adjust any department’s cost that would
not be reflective of an ongoing seven-state utility operation. It was not expected that
this second principle, given the cost allocation process used by Aquila, would result in
any significant adjustments but we wanted to at least use our professional judgment in
making further adjustments.

What was the result of this review process?

Aquila witness Agut provides details in her direct testimony, but the end result was that
approXimately $17.4 million was removed from the allocation pool. In total, six
departments were removed from the allocation pool and many miscellaneous

adjustments made to other allocated departments.
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How did OPC witness Mr. Dittmer react to the Company initiated effort?

He stated that “while the Company may be commended for voluntarily removing the
cost of certain ESFs deemed to be exclusively or most significantly involved in the
divestiture process, I simply do not believe it has captured the time and expense of other
senior management that must necessarily be devoting great resources to further
divestiture and/or attempting to maintain the solvency of the Company.” Mr. Hjneman
for the Staff essentially reached the same conclusion. Both witnesses, without any.
factual basis, arbitrarily disallowed significant costs from several corporate
departments.

Do you agrée that further adjustments, as recommended by witnesses Dittmer and
Hyneman, are needed to meet the objective of insulating the customers from the costs
of restructuring Aquila?

No, I do not.

How did Aquila account for its divestiture/restructuring activities?

Aquila set up numerous activity codes to capture costs related to its divestiture
activities. These activities were either direct charged to the Merchant business or
retained at a corporate level and not allocated to any of Aquila’s domestic networks
divisions. Aquila Witness Agut addresses this process in more detail in her testimony.
For the period ended November 30, 2003, approximately $33 million ($8 million for
2002 and $25 million through November 2003) was spent on divestiture and
restructuring activities and retained at the corporate level.

On page 28 of the direct testimony of Mr. Charles Hyneman, he stated that “If Aquila
was serious about capturing costs related to 1ts restructuring operations it should have
set up a restructuring account to capture these costs....” Did Aquila capture both payroll

and non-payroll related restructuring costs in the activities you mentioned above?

11



10
11

12

13
14
15
16
17
18
19
20
21
22
23
24
25

Rebuttal Testimony:
Jon R. Empson

Aquila captured all non-payroll related incremental costs in the afore-mentioned
restructuring activities. During 2002, most direct payroll related costs were incurred
either within the Merchant business or within departments whose allocated costs were
eliminated by Aguila befqre it filed its rate increase application. The charges for
departments responsible for day-to-day restructuring/divestiture activities were
eliminated in Aquila’s application. These departments were as follows:

4032 Strategic Initiatives

4100 Capital Structure and Analysis (previously Corporate  Development)

In 2003, payroll for other employees participating in these projects on an incidental
basis was not captured in these activities because these were deemed one-time, non-
recurring events.

Mr. Hyneman has stated that Aquila will continue to devote time and resources to
restruct!iring operations into the foreseeable future. Why are these activities seen as
non-recurring in the future by Aquila? |

On December 15, 2003, Mr. Richard C. Green, Chairman and Chief Executive Officer,
issued a “Shareholder Update™ which outlined our focus in the coming months, to
“remain on completing pending asset sales; pursuing regulatory approval to pledge
Aquila’s utility assets as collateral for working capital requirements of our utility
operations; and obtaining rate relief to reflect our actual costs of providing safe, reliable
service to customers.” He also stated our strategy for the coming months as two-fold.
“We are restructuring the company by exiting the wholesale energy business and selling
foreign and non-core assets, and we are strengthening the ongoing regulated utility
business and working to improve processes to service these critical customers better.”
The final pending asset sales are anticipated to be completed in the 2™ quarter of 2004.

Therefore, by the time rates go into effect in this case, almost our entire focus will be on

12
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the regulated utility business.

If there is still a focus, albeit a much smatler focus, on the non-regulated services
business, wouldn’t it still be appropriate to eliminate a portion of the corporate cdsts?
An elimination of corpordte costs pertaining to the non-regulated business occurred
during the test year and will continue to occur through Aquila’s normal corporate cost
allocation methodology. Of the 54 remaining “ESF’ departments, 42 continue to be
allocated to the non-regulated Merchant/Capacity services business. Contained within
the 42 departments allocation to the non-regulated business are all of the departments
listed by the Staff and OPC as departments deserving of additional cost eliminations.
Specifically, please outline the departments where adjustments are proposed.

Below is a table containing a listing of departments whereby an additional adjustment
for restructuring/divestiture activities is proposed by either the Staff or OPC with a

comparison to the adjustment included in Aquila’s filing.
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Elimination % Payroll & Non-Payroll

DeptID | Description Hyneman Dittmer Aquila
4040 Chairman & Chief Exec Officer 75% 50%

4030 Chief Operating Officer 50% 100% non-payroll Only
4031 Generai Counsel 50% 50%

4035 Chief Financial Officer 75% 100%
4043 | Board of Directors Mgmt 50% 50%

4183 Corporate Financial Reporting 25% 50%

4194 Tax Income Team 25%

6131 Globat Networks Group Financial Mgmt 25%

4120 Extemal Communications 50%

4130 Treasury 50%

4131 Corp Secretary & Records Mgmt 50%

4132 Shareholder Relations 50%

Prior to filing its rate increase applications, Aquila performed a detailed analysis of

costs and activities allocated to the regulated utility business and made adjustments to

these allocated costs. For example, 100% of all costs in the Chief Financial Officer and

100% of non-payroll costs in the Chief Operating Officer departments were eliminated

in Aquila’s initiaI application. The Staff and OPC percentage disallowances are

subjective in nature, lacking no hard concrete support.

Please discuss why you consider the Staff and OPC disallowances subjective in nature.

Both witnesses, Messrs. Hyneman and Dittmer provided excerpts from Aquila’s Cost

Allocation Manual (“CAM?”) as basis for their subjective disallowance percentages.

The CAM is intended to describe the general functions of departments over time and

does not necessarily constitute the specific activities performed by each department.
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Mr. Dittmer regularly and arbitrarily uses 50% as a subjective basis whenever he feels
an adjustment is warranted for various issues. For example, in Aquila’s Iowa rate case,
Mr. Dittmer *“proposed to assign 50 percent of the *allocable” portion of certain “high
level” Enterprise Support Function (“ESF”) departments’ test year costs to international
properties and to Aquila’s significant mergers and acquisition activities — or more’
recently — sell and liquidate activities.” Mr. Dittmer acknowledged tﬁat his adjustment
was “judgmental.” Even though Aquila has essentially sold all of its intcrnaﬁonai
properties and has sold the majority of its merchant assets, Mr. Dittmer has still applied
his arbitrary “50%” disallowance in the Missouri case. I question how an arbitrary
recommended 50% disallowance, which Mr. Dittmer deemed reasonable in Seﬁtember
2002 in Jowa can still be considered reasonable in January 2004, when the composition
of Aquila’s business has changed so dramatically and is now essentially a seven-state
domesti‘-: utility. _

Is there another reasonableness test you have applied to both Mr. Hyneman’s and Mr.
Dittmer’s disallowances?

Yes. As several of the intervenor witnesses have testified, Aquila’s rates should be set
on costs required on an on-going basis to operate the business. This same principie has
not been used in setting a reasonable level of cost to operate a seven-state domestic
utility with significant operations in Missouri.

Please explain.

Mr. Hyneman has eliminated 75% of the Chairman and CEQ’s expenses on the faulty
premise that the primary focus of this office going forward will be the financial
restructuring of Aquila. As explained earlier, the vast majority of the asset sales and
business restructuring activities have been completed. In addition, Aquila has already

eliminated the department that is managing this divestiture process, the “Strategic
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Initiatives™ Department and several supporting functions. Also, Aquila did not ever
allocate any of the specific incremental costs associated with the divestiture activities.
The Chairman and CEO Department consists of four individuals: Mr. Richard Green,
Chairman and CEO; Ms. Nancy Manion, Senior Executive Administrative Assistant;
Ms. Lynn Wilson, Issues Strategist; and Ms. Lisa Heuser, Issues Coordinator. Mr.
Hyneman is essentially stating that a Missouri electric utility with $500 MM in revenue
would have a total payroll for a four-person staff of less than $80,000 per year.
Obviously, that 1s unreasonable and reflects the arbitrary nature of his adjustmen.

How did Mr. Dittmer treat the Chairman and CEO Department?

Mr. Dittmer has concluded that the Chairman and CEQ’s Department should only

require $116,169 in payroll to support the four-person department. Again this is a very

unreasonable position.

Are there other examples that further demonstrate the unreasonableness of these
adjustments?

Yes. Virtually every adjustment recommended by Mr. Dittmer 1s totally unreasonable.
Mr. Dittmer is recommending that for the Missouri electric operations only $32,657 in
payroll expense be recovered in rates for Shareholder Relations; $8,850 for the
Corporate Secretary and Records Management Activities; $58,549 for the Finance
Department Activities; $24,157 for the General Counsel; and $55,820 in Corporate
Financial Reporting. Mr. Hyneman’s recommendation suffers from the same simple
unreasonableness test. For the Missouri electric , he has
recommended about $67,000 for Chief Operating Officer payroll, $88,000 for
Corporate Financial Reporting, $76,000 for the Networks Income Tax Team, and

$36,000 for Chief Financial Officer.

What is your conclusion about the arbitrary corporate allocation adjustments being
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proposed?

There is no basis for these arbitrary adjustments. The vast majority of the international
and merchant assets have been sold and the merchant business has been reduced to a
minimum. The costs for the team of people continuing to work on the fmal transitions
have already been removed from the original rate case. Since the new rates from this
case will not go into effect until June 2004, it is unreasonable to make these significant
adjustments when the allocated costs are reasonable and needed to maintain operations
of a seven-state domestic utility.

Does this conclude your rebuttal testimony?

Yes it does.

17
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CHAPTER 1
ELECTRIC RESTRUCTURING PLAN .
INTRODUCTION

One of the primary reasons for e creafinn of Missowi Public Service Commission’s
{Comneission’s) Task Foree on Retad] Electric Competition wat to compile 8 coraprehensive plan for
implementation of retai] eleciric competition in the Sute ofMissour n the svent Jepislation s enacted
which Zzhorizes o prndstes the coxpetitive supply of gecenrtion to retail dearic conmumers. The
Task Force Report srovides the iafoczomion necrasary for developing such a comprebensive plan bt
2 comprebesive plan conid not be developed which would hgvs sbrained 8 comsensus of the Task
Borce. Tho Task Forcs Rapart addrasses many of the solntions and optiaps for resatving issues bur
does not prowide 3 spexific approach 10 implementing restructoring. The Working Groups® Reparts
also provide a thorough ciscassion of the issues that need 2o be addweased wnd comain
rocommendarsions. The Wacking Groups” Reports though do not provide a amgle comprehensive plin,

The Staffof the Comrmissicn (Staff) baving participated filly in the Working Groups aad the Task
Fmﬁmhﬁﬁsopmmymmam&mﬁwﬁmfnrmghw based
pon the information comently available* This piaa adopts the same assumption of'the Task Forve
that elecric restructuring vl be mandsied. ‘This plan Wil providk some gepeial poboy direczion and

will meke propossls for tmplernentation of retail competition.

nodify B2 i, ‘
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to frsw some lessons, Some states 2o have moved towerd r=tzll competition by caactiog
legislation, Thess states hava had to develop sclutions for many of the problems identified by the
Task Foree, Staff belicves three major public policy iasucs must be addressed by any legislation
ety i Beo of ixes {PEOI:)mh:Mh:ﬁxz&:mﬁmismdwmui&m
In fae most recently conciuded legislzive scssion, the Missoari Legisdatnre passed Serate B3l No,
627, which addresses business Eoense taxes, franchise fees and PILOTS, which is less than all of the
relevant “taxes” identified by the Tax Subsommitiee of the Logal Committes of the Task Forea,

Semate Bill No. 627 purponis 161 _
ajlﬁnﬁniﬁkmdeqmﬂem.mmandmﬁehﬂlmmbynqﬁﬁugﬂ
mmmmxpsmﬁmqu&ﬂh
m&m&mdemhdmmh&MN
canpetng mizphers of slecimicily aud gas servics; |
{3) Restore to political subdivisions revenue souvees that eyistad prinr to 20y previcusly
implemented g5 mdustry rastructuring; and

(4) Remove disparities in the Hahility of nataral gas suppliers for business yaxes, franchize fies,

snd payments in Ben of taxes, which disparities have ariten at 2 result of aoy previouuly
mmplemented gas adastry rescucturing,

carnmengzment of ret=R corrpestion oo tis estabidment of tx 1aws to provide seier levels of stare
angd lpcal revenues that otherwise would be ot teroogh restructusice,. The ST agrees with thig

approach.

i 58
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Second, lepislation showld recognize the physics] copstraints that exist in the delivery of elecmaty

1o conswmers. Safe, reliable and adequate facilities must be available o carry the puwer and these
facities muat be malmtatned. Current statutes sod regulatery famework su;_:pbh a system that has
served our state and citizens very well for many years, Any logislation opening the remil slectric
market to cempetition should maintain ag much of this structure as possible, The Staff recommends
thet existing providers maintain the distribution system snd that theae providers which are now
regulated cortinue to be subject to regulation by the Missqur Public Service Commission
Conclusions 1, 2 and § set ot by the Reliability Wosking Group establish the fundamenzal palicy that

shouid guide eny legislation. These are;

Conzumers may be aliowed to risk price changes or unrelishility of g supplier but & congumer
should ot be givan the chaice to choose service that is less safe or which could interfere with

another customer's reliahility or safery.

Emergenry response, mstaring, and building of new dstribution facilities should remain with
curredtt providers, Teedtorial agreement stannes and “anti flip fiop” statutes should be modified
to allow for different suppliers of the product but only ane provider of the distobution delivery

facility,

Current statutes, although pot perfect, are gradua.]ly ellowing for the establishment of distinet
sirvice tarritories for repulated wiilines, cooperatives and municipalities. This process should be
allowed to cortinue, Cumrent law and regulatory framework ware :rwei 10 provent duplication
of physical facilities and this is still good public policy.

The third general palicy consideration is the need to ensure that competition does not retum
Missoun to the days before rural electrification. High cost customers, remate locations and high risk
customers must be kept on the system whers rezsonably possible. Wi achieved the lifistyle and
economic stability we have today by ensuring ni! citizens could receive the basic necessitics in 2
modern saclery. Electricity was s fandamental necessity 1o bring all consumers to a certain standard

"3
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aof life Any legislationt establishing competition for retad slectric service showid uaintain this public
policy geal.

To mest this policy goal, the Staﬁ recomaends that the curreat providers of elamnc power be
made providers of last resart farz?mr current custamers and that they be required to extend service
10 nEW cuStomers within their current and any fisture service territary. Provisions should be made
for the murrent providers 1o provide service ta those who deo not wish to chaose a ::umpet:nve
provider and those who have ao chaice hecanse of paymest history or geographic ocation.”

With these three public palicy considerstions as our guide, the Staff will address other Issues that
it determines need a resoiution to achieve retadl competition. The StafPs basie view is that the electric
market should more closely resemble the currect pas masker rather than tho telecommuaications
market, End-uge eleciricity customers shonld be fee to 'buy from the anpplier of their choice.
Marketers, resellacs 2nd generation dwness should be required to cbtain covtifcates of service
authority to enter th: competitive market in Missour. Their certificates should be granted by the
Cormmission tmer cartein minimssm conditions.? Curzent providers of electiicity should be roquired

*In addition {o the informetion yagerding Setuts Bill No. 627 which was presisasly noted chove, sngin oer
faces of Senate Hill No, 627 are relavant 10 the S1f's propused efect=ic menucturing plon, inclnding tha StdPs
parftice that merketers, ;,ﬁmmmmwbnmmdmommd‘mm
Senate Bil £27 defimes "distriburers”® and “seflens® as foBawk

383.298(3) "Diswibuior®, a0 plezirizal or pis cocparmion es defined by section
386,020, RSMo, which i3 swthonzed by the commission yodsr chapter 393, to

provide or diswibuts energy zwices

393.298(10; "Seller®, amy permon who vees, Jeasss, or samerels the distirtion
System of & distritrior ¢ 2 political sebdivisien or oy part theceaf to sell anergy
acTvices s retul within fhe political sundivision other thes o dwritutor cc o
pelitisal subdivision which naes its owa distittion systam
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to fimcticnally separsis their geperztion facifities from their other fuility operations or divest these
facities. A siate-wide power pool saoald be established thromph which the regolated wihty
compaies ¢ ummn'maﬂén—basadpdmmmmmrk obligation to strve as providers of

[ast resart.

SIDMMARY OF THE RESTREUCTURING PLAN

¥n response 15 the Task Force on Rezail Competitios, the Staff of:bmmmm
Commission is sexting foxth #ts posiion co a rescnctucing plan for the competitive supply of
geoemztion in Missoud. Die 10 the investr-gwed miZkies baing regulated by the Commission, this
plan focuses on thesourilities. From the efective dave which the State of Mistouri or United States
mmmmmwmmfmw@m
sonsamers, the 5txdff's plam ks 4 transitico period of four (4) years. In the St year, uithries may
submit proposals for redncting of expect=d positive [evels of stranded costs, The Commission wiil
desermine whther to approve exch pality’s proposal o whether 1o direct changes o these proposals,
Over the subsequent three years, retxdl rates Sor all end-use sonswners will be fixed t 2Bow for
mitigation and partial or total recovery of stranded costs. Only aiter this initisl transition period of
four years will all retail elcorric koad be opencd to competitive supply of generatinon. During this

TUtnder Semese Bi¥ Ra. 657, Bectiopt 393.259.] #ad 393.298.2 zeoide for e ceriSostion of *sellen” by the
Coramizsion, rod Seetise 397.209 4 provides tht the Coretrissios hall snablisk procedures for certification paneas
ia Chapier 336, RSM, Section 353.299.8 states that no “seller' may provide ezeryy serviced unlesa it doca 2o in
aeonriance with all spplicable 1zwa md the opplicatle niles of the Commission. Fizally, Section 393.302.2 provides
mm&mdwimwéded“mﬁdhywﬂmdtmmmm
wvices shoald e perrited mrept thon 2 Sxding of pubix: rorscsiese ol aercawy e cocpSexe with 31
FOTRMx a0 Chepiter 393, mopietions sdemied prrmaees oot ind Cotmgrssis Crders.

.
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transition period, the invesiar-owned utilitics wall make thres filings with the Commission (see the
titne [ine preserred in Figure 1), Each of these filings is desceibed in detail in the next chapter of this

repost. .
FIGURE 1

STAPF'S IMPLEMENTATION FILINGS AND TIME LINE FOR THE
COMPETTTIVE SUPELY OF GENEBRATION FOR RETAIL CONSTMERS
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m&sﬁngkmm&mmmﬂmmwﬁs@wm& -

corpetitive supply of generation is passed and becomnes law., The Commixsion will have tine months
for hemings and to white orders for eack utliry, Ths, cac yezr after legistation is enacted into aw,
sompastes will begin recovering stranded costs threugh Toced rates over the next three years. Fax .
the ecd of this three year period, the utity belicves that it bas uot Sully recovered i stranded costs,
2t will Bave the opportunity 1o fequest 3 wires charge fof the recovery of 2 partion of xay yemsitng
pasizive levels of strnded costs. ‘This wires charge should nat extend beyand an sdditional three
years, and it is the hope of the Steff thar snch 2 wires chargs wonld not be required,
Even befirrs lngisation s eoacted, the StuiPs pian cafls for esiablishing docken m investigate the
. swanded enst potemial fi 2ach investor-owned iy, This immediste action plan s presented in
the fist scerion of the shind chagrer of this repor, su represcats 3 proacive spproach 1o peevent 1

r@mbgjmﬁmmmmﬁﬁﬂmmddmnwﬂw ) 1
The second ffing is on restrocturing avd wdll secar 24 months sier the ixidal Aling. From the '

.

m&&mﬂm&cmﬂmmmmﬁrmndmmmMﬁx
each uiihty. The restrucruning fling woold inchude both bow the wility propases to restructurs its
compary, separsting regniated from oon-regulxtad Susiness, as well as 20 clestrio ptifity industry
Wﬁam&wwpﬂmmwm&m&mm:m,hma‘ .
any mvestor-owoed electric utiiry bas not yet jomed an indupendent system operator (IS0), this Aling :
 woukd inchude 3 proposal fo¢ jomiog 20 1RO and a request far permission from the Commission for

e 22

the otllity mmmpmmmm&mmmw 0 150, Hibe milty
il plmmhmakmﬂmmmm this fling will indicate casppliance with bath

{
§
i
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the 3fFizned ramsersion ne ns sode of condort Fet 1o bs established by the Commisgon. Finaly, |
this filing will define the metering and data mapagemesz respceshilities of the Local Diswributien
Tty {LDL, awﬁnthehﬁgx-.s?m'bﬁzscﬁh:mmdmm
Thgthirdﬁﬁngimnnnhmdlingan{dwﬂlm 12 moutke affer the refmctusing fimg. The
€ommission will bave ziwe mosths £ hearings xod 1o write orders respecting rach oility’s
snmkamusﬁing, The unbundling fling would include 3 request for Commission authorization of
roposed wabundled rates for the LDT, proposed rates to callact the east of providing dlecericiry

Aoy ¢

from the state-wide gower poal end suppartiag pubfic benefits programs and aty proposals fr
performince based ratzmaking that might be pur o =¥ect 2t 2 time of full retzl access 1o
competitive generation. In sddition, this fling would inclyde any requasts by the investor-owned

[ |} ——

utfities for further recovery of standad costs by meems of am adkdziomal wires charge.
Wemt'hduda&uapmnfﬁomlhmhﬁgma 1. dunngthofbnryeartmnsxﬁmpﬁodtbn

Commesissian will noed to condost mlczzakings regacfing (3) the centificasion of REPY, (2) a code of

congduct and niber reguistions respecting affiliated wansactions and (3) tha revitlon of present

c-m 1]

soosrner protession mies. Each of these rulemakings xre 2ko discnseed ia grester detal in the nexr

thapter of this report.

' e el e t&ii
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CHAPTER 2
RESTRUCTTRING FILINGS
FILING I: STRANDED COST R‘EcovRY
This fling sheridd be made thees months after legitlation whick allows for competittve mpplylof
the proeration of c=ciriciy t9 28 rezil, end-me comsumers becares law. A$ that sime, exch Missourn
investar-owaed eleciric utlity wonld fle withthe Commisson information sonceming its current cost

of service (iaciuding s exsbedded geocration costs), projections of Saure swanded cost exposare -

under competidve conditinay, projections and preposa!s far mitigation of stranded coms and how i
expests 10 redocr or efiminate posiove levels of stranded costs over 3 thres yeer perind comnencting
in nine momths, Based on the evidegee provided and after maling any sppropriate sate changes,” the
Commission coukd approve a three-year ras freezs for the ptiliies. Rates would not be reduced if
the impact o tbe rate changs would be to make recovery by the wifity afits projected stranded costy
oalikely within the threg-year perind, Utilithes zonld opt out of shis fling and the rate freeze, nat ooly
by foregning &3 rights to futare srandad cost necavery from the Commisson. ‘

During the thres year rats freeze, utilities will be sble to apply the benefizs of any expense
refuction efort they undertake o of ay ocher type of stranded cost mitipation measere they employ
t0 offset their stranded costa, These measares should allow the electric wilities the opportuaity to
apply ths increzss in eurnings w writs down the book values of plant assers that may be patentially

&uu@gﬁlﬁqnmm 2 5e30oan T it 3 sbasze Bl toxld b Sound 1o be spproprixes
ﬁnngwlhrednmgpossﬂ:le;mm Jowals of stramded powly,

-
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scanded. B, doring this tiyee year pered, 2 oty chorsas 1 divest some povtion of iy penerstmp
asaets, ey proceeds received that are greater then the book valoe of the assers divested would

kewise be used to write down the values of other porerially stranded asset,

If the three-year rate feeze is not sufficicnt for the 1tity to filly recover its recoverable stranded
cost totals, then the campasy would have the option of rmaking 3 fling fine monthe priar to the
torlemertation of recl cacpettion (ecncarrere with the “webundErg” Sirg) 10 (1) preses updared
estiates of skrasded cost exposere and mitizxtics, and (7) cropose 3 non-bypassehia wires charge
fmmyofnwnﬁ&mlmmd:dmmfnrﬁnmmdmmﬁo{nﬁmmmm,
the Staff recommends that the portion recovered from wreility custormets be less than one hundred
peccent.t The proportion of residual stranded costs allowed to be recovered from customers by the
wmm-m@mm&meﬂmmmm.m it
Erzizd 10 Efty percess (50%). 1 & mavicet merhod such as forore divestiture 35 used W quantify the
stranded cowts, & Mgher proponios of recavery by the utifity womld be waranted (peshaps 67% of
75%). If adequately justified by the utility, the Commiscon wonld approve such a non-bypassable
wires charge for & length of fime sufficant to rasover the customers® portion of tha recoverable
stranded cost tomal, hos wich 2 saximen daration of three yezy. In additon, strended cost renovery

‘%W&mmmimdem'kﬂdMMMﬂ#&
wehie the Wity has devested 2 major pertion of itz grreritiop xesets, hes hers eale 3 signiomily Wik dowr the booic
vk of those ansets ot il 2ns alarge level o pasitive Sewded coots.

o sénmpiedmndmiuimﬂwws:memd5nmcnﬁnhmimmwthcmmkmpﬁoéfn:elwujnﬁyzm:nhn
Hfe af & genmgtion astot 1nd comparan [t 1o that asa=l's hook value,

"10'

..G -..,...V.Mﬁm "
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besed én admiistrative quantificstions should be trued~up ot moce thag 18 months after the wires

charge goes icto =Fec, with market price aswrmptions £ decticity to be corectad, & & migtmrm,

|
|

The race fres2e™ spproach to mitigting streaded o513 before pompetition is reascasble in that
such 3 device gives the utilities n ncertive to mitigace their straoded costs 2s much as passible or
ﬁmaﬁmw&wﬁmmmmdﬁmmﬂm
bencfic from restructuring. Thls approach will slie misimize the market distorting impast of
substrrtal staedsd cost recovery by Incozabent itilities. Nonstheless, the isitial three years may por
haﬁ&mw%ﬂﬁﬁ:amm&zwmﬁyﬁmmﬂdmmnmﬁr
asuzndedmncha:guﬁerretzﬁ competition beging should be offered. Onlyin the cise where the
utifry ks made significant divescisure of iz generation assets should these subsequent charges be sct
az Jevels necmusary to allowr 100% o the remicing wiiry steded o5ty 1o be recovered. Otherwise,
thie wtifiy wAll have o incentive to maximize mitigation of syacded costs during the earfier thres-year
rate freezo. loceatives shoudd be provided as part of the recovery process to easourage use of

* FILING 2: RESTRUCTURING
T Hing ghoud be made 27 mosths after legisiation is enacted and Recomes law, wich aliows
for competitive supaly of % ceperatior of dectrisiry 1o 2l r=iaf, end-rse consumery,

w}l-
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.LM THE NEW ELECTRIC ISDTSTRY STRUCITRR

Under the Staif’s proposal, the new electsic utility smuctore is one in which the vertically

integrated ity company is separated inta distinct service compenoats, The xzs:rucnmng fling is
me;mmnmyﬂmmmmwmmmma
1) Divestitors (sale of g=neration and/or trantmissing 2ssess to other entities);
2) Separate affiliste companies (holding company structure); or
3) Separate divisions within the same company.

Generation shoeld be separated froa the otber companents of the elecic wility business
beraue the physical production of decicity will be sold in 2 eomperitive market st Tregnlzied
poices. Tothe restrocinring Shng, invesonosened nrifities g 2ddiees winch tethod o commbmation
of meshods it is proposing to apply in the separatinn of iis generation business, The Stafbelieves
that divesiture of geperation by utilitles will more quickly promate vigorous sompetition in the
grneration murkets and rise fower questions and coneems reganding independenee of operation of
the generzmion 453N ¥ genecation i3 divested, diferess gaits should be wansferred to different
extities; iz, one separate entity shopld pot be porminied 1o purchxes all geoenating umits of 2
previonsly vertically ntegrated electie wtility.

Tranzmission should slea be separated from the other components of the electric utllity business,
bt for a differexg resson. Ulnlike generation, tansmission Wil remys 2 soooapaly provided sexvice
hoet el o crsively resianed wich respect 5 Gpecasions, plamving gud prisiag of rmsmission by the
Federal Energy Resulatory Commission (FERC) through 1SOs, among otber posshie entivies. The

13-

4I'-' l

o L TS — —s

e

i




g Scheduie JRE -1
_ ;{.* Page 15 of 37

" RESTRUCTURING FILivGs

Cormerncm should snccamags the Sormasion of ISOs rather than pther irxnsission eotites, such a3

fransmission cormparies (TRANSCOs). If the framacon or selectios of 23 50 by zach of investor-

1. owped electris wtifiry bas not occurred by the time of the restrosturing Skng, the restructuring fiing
! mm&m&mxmdmmﬂwmmuMMcﬁu
. Each elecric utility must seek approval by the Comraission 1o tura the operation of its transmission
I faciities over o a0 ISQ.  In eitter case, the Wity resemturing Sing shoold incinde the appEcation
! of ﬂwmmﬁmmmspﬁh‘yz’n separxtion of assets and associated expenses betwom
Distribution should be 2 scparate utflity busiess that is opeyated by the Loeal Distribntion Uility -
{LDU), and is regeiated by the Conxricsion. The LI would monsals the Sxetion of teter reading:
#nd das management, Tha restructuring £fing zm:s address the basic metering requizements, as well
as the producn and processes required for the LD data myracerest Smeton, ocnding the

security of information raquired to mainfain mdividual consumer pHvacy.

Retal Electric Providers (REPs) would be a separete coenpetitive dusiness, and if the wrifiry
wants 1o be iy this business, it must setup a separate offiliste company. The restructiting fling rmst
iotheate coppiaaes with the Comamoeion’s affiste transacion miss 2ad sode of conduct 10 be
promuigated by the Commission.

The LDU wonld be the provider of last resert thae soxd saply the Slectricity- tequirements for
end-use congumers that have not entered into srrangements far competitivo electricizy supply from

aREP,

-B- ﬂ!’
;h
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Billing would be performed by the REPs for thelr customers and Eytha LDU for the consumers
which it serves, REPs would be billed by the LD for the distribwtion services which it is providing

to the REPs' customers, and it would be the REPs’ responsibility 1o recover these costs from its own -

customers. The DU would provide basic metered data to the REP, and if the REP has special
metering requicements, it must amange thay metering with the LDU sad the customer. The
restructuring fling must address the metering and billing arrangements.

‘B. 'THY PROVIDER OF LAST RESORT
The LDT? will be the provider of last resart. The Staff recommends that there be a state-wide

pawer poof from whick #ach LD can purshase electzicity to meet its obligation as provider of last

reaoet.
Tha use of 8 power poal allows for 2 consalidation of the purchased power function into a single

entity that is regulated by the FERCY, In esscncs, there would be a single, independent staff that
wonld operate by the nules and code of conduct set out under the power pool stmcture. In addition
10 operations, the state-wide power peol would ke governed by an independent, fon-stekeholder
board of directors, and the power poal would have spedific provisions for planning and pricing. After
initial approval by the Missour Commission, the power poal structizrs vrould thes be fSled with the

FERC for final approval.

'sIf?hz LOU weee 10 purshese powar tg mest 5 obligstioa vs providar of Last resort, than ench LU woald
.h:m:'m mifaia, o staff ta deside wwhich coatracts tn exter {pio, 25 well as what purchases 10 make on m hegzrly basts in
the spot murket for cleemiciy. Eoch year the prisdence of thoze Gegjsions would noed ( he pevicwad by the
Comiminsisn W?.cr—. tommpared o having [ single entity (stuswrds power oal) corry ot tis jurchasing function, the
Apgrangh of pleging the respomsibility om cach LIYG sppears to be & mueh oss afficiert msthod for heviag the TDU meet
fta ahligation to sarve 65 the provitder of iast resart.

o14
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The LD would provide the load foresast for the setire load for which it provides dstribution

scrvices. Each REP would provide the LDU with the list of its customers, and the LDU would
estimate tae load requirements for the REPY' cussomers. The siate-wide power pool would then
incheding transmission to the disribution substations of :ach LDU, The Commission wonld sct the
rates that allow the LDU to collsct from end-use consumera the power pool chargss to ths LDU.
fﬁsmymimmddmgﬂmmmmwﬁhmmﬂmupfm
differences m whyt was collested Som sud-pse comsumaers compared 1o what was charped to the
LDU by the power pool. "

€. MARKET POWER MITIGATION

The restructuriog Aling must alio include studics which measure the poteatial horizentsl market
tercitocy, These shadies murst take ixto aecourt the Emitaticss on trzosrission impart capabifity iro
the setvice temitory and foad pockets within the zervice tersitory. It sddirion, each smdy must
determing the amonnt of ocal, must-run generation required to meet relisble servics criteria.

Bascd o the resalts of s market power sudies, sach ity mst propose methods for mitigation
mitigation options, For exzmple, the uiility could struciurs its genetation function into several
wpam;m&nnmﬁn@suﬁmuiﬁﬂamdmduﬁmm‘xmmsmeﬁm
boxness uorts to compete with coe another for sk, ie, 3 TEZTY's generating Ity woukd not be

25
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divested to, or organized a5, one ectity. Other ppsaible mitigitions could require & portion of

generation to (1) be sold into the state-wide power pool at mgﬂated prices, or (2) require that
gencration used 10 serve ¢ Jocal area to be aold 8t market prices which are determined without bids
from that generation, The Staff's concern with these opticns is that they extend the regulation of
generation ints the firture and requirs an ongoing review 1o determine the geasration involved,

The StafT pecs a smia-wmc power pool as the entity which weuld be best mmsd ta mopitor
angaing or developng market power problems and, i nsad be, fmplement market paswer mitigatinns,
Howover, in the sbsence of a state-wide power pool, the moniraring and, if needed, imp!cm;ntaﬁun
of macket power mitigatians could come wnder the purview of ISOs. Since both the power pool and
the IS0 involve wholesale power transactions, the ulttmate regnlatory suthority for dealing with
potestial ongoing or developing market powsr problems would be the FERC, |

The Staff believes that beeause of poteatial verticsl market pawer problems, ISOs must be in
place and each nility must be required to join & properly estzblished and operating 15O hefore any
retall Joad is allowed to be served generation on & non-regulsted basis, Mistour appears to be
located at the houndaries of at least three 1305, thus, it is aritiea] t_hai boundary issues be resclved

amomg the ISOs, including the eliminaticn of pancaked rates among I50s,

FILING 3: UNBUNDLING
This filing should be made 39 months after legislarion is enacted and becomes law which allows

for the campetitive smipply of the generation of electricity to all reteil, end-use consumers,

16~
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The uxbundling fling should inclde the embundled rates fr the 1DTT the rates to collsct the cost
of providing electricdty from the state-wids pool, the wires cherge to recover any remaining
recovershle strandsd costy and the wires charge to fond public intarest programs.

mmwmm&m&mﬁ&gﬁmm:ﬁcmas@dmmm
Casis would be crbondied ineo af l2ex the fllowing categores:

= The antisipetrd cost of eocgy defivered to the LDU incloding both the separately detenmined

cost of energy purchased from the power pool zod the sepanately determuped cost of
transmigsion 1o the LDU's distribution system.

» The cost of delivering energy to the sud-use consumer through the LDTMs distribution system
determined on the basis of the custnmer's delivery voltage, Also tucluded would be the costs
for basic metering, metar readmy, a;xd data mzozpement.

> ‘The costs of illing and collecsians.
» The costs of funding pubbc Imerest progrars.
+  Recoverable stranded onts.
Rates will be designed to recover coses for each of the following sategaries:

a2 LDU wire charges to 3l cossumers {saa-bypessable) o
~ Fstribation avd basic metering costs
~ pobhc merest programs
=« recorverable soxaded costs

Blecricity aclivered to the LD a previder af lax resart.

Billing znd eollscnng for consumers sesved by the LDU 23 provider of last resort.

Optiont! metering and/or meter reading,

17
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B. RATEMAXING PROCEDTRES POR TEE RECOVERY OF PLRCHASED FLECTRICITY COSTS

The ushundling fling would alta include procedures, by whith the puschased electricity costs
whinh:hnmﬁiﬁmhitsabﬁgqmmmaasthcpmﬁdernﬂntrmmmowmdm;
timely basis. m;mh@mm@mmﬁmwmm \

" by the Jocal gas Gstiboticn sorpanics. This meckagiss has & adjustment canonent aad 2 true-up
componert, The rgtes Sor purchesed alecticity costs would be set out au 2acis that axe approved
by the Commission. If these rates are ¢ither under- or pver-recavering cost, ths LDU would be

aliyeed 10 adjust them to mare correctly price the electricity. At the end of an aamuial perind, the
1Evecies collected wowd be compared ¢ the costs innyed, and 1 adustmens would be mads for
next aomul period  Socmeshing na the order of this satemaking prosedure wld seed 1o be

implemented for the LDUs,

C. MAINTAXNTNG QUALITY OF SERVICE

1. Qualkity of Service

Consamers nmist be assured tha the quafity and refiakdlity of serdice is, a2 the vy I,
meeirzained M eGing ievels dacog the transition zod sfter the implemenration of restructodng. The
introduction of competiticn will provide utilities wich powerful incentives to ot costs, st savings
measures may be implewented in attemyts to genarate figds that can thep be inverted in comptitive
Tregaizred vermores. Knowiedgeatic orifry management persoomad muy be transferred to focus their

-18-
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businesses {¢.g., <ivestiture of generation assets) would result in fewer incenrives for ntilitfes to cut
thelr quality of service. Tharefore, the Staff belleves it is neccasary to establish 2 system of service
standards to ensure an ongoing level of service quality.
The Commission kay the clear authnrity to sat quality of service petformarnce standargs, related
0 service intarruption, rouble reports, response to mustomer inquiries, and other standards th:a;t will
permit the Commission 10 measure any denigrtion of servies, This information should be maintained
at the Commission and be availeble tn the public upen request.
2. Performance Baged Ratemaking | _

An application of having measured and manitored service quality standards is in parformaves
based satemaking (PER). PBR provides for the develnpment of a series of standards and indires
¢overing a wide range of aervices provided by the LDU. Eamings sharing hetween the LDUPs
shareholders and sustomers is based on how well the LDU performs relative to the quality of service

standards.

D. CoxsuMER PROTECTION RULES

Under the present system, the Commission has exercised its authority over eiectic utility price
and sesvices end has developed p comprehensive framework of consumer protection, regulations and
policies. The Commission has promulgated rules addressing; quality standards; safety standandy:
billing snd payment standards; meter reading standards; depadit, credit snd le.u:c payment standards;
disconfiruance of service standsrds; reswiction on service disconnection during cold weather

resttictons and proceduxes; dispute resolution nequiremens and consumer complamt proceduras,

18-
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The chatlenge of consymer protection under compatition will require & recxamination of the
'mmmmmmmﬁmbﬁa'hﬂm.mwumm&
mmghﬁwhmmymm&n&nmmﬁg&ﬁmhammfa |
example, billing and disconnest responsibilities will oeed to ba clarifed within these revised rules.
Mﬁmwbcmmmmﬁ:mmméhMmm
mﬂmmﬂzummmdw

E. PuBLIC BEXZITTS |

Pubiic benefits aro defined a3 items that will not be produced and delivered by the competitive
market, &y soncthelsss defiver 3 desirable eommodsy and a valpe 1o sodety 2t ke, Uity

- custamess bave hiszorically fonded a txmber of &erent poblic-beacdt programs suck ax enerpy

wiBiciency, weatherizadon aad loweincome assistznce programs throwgh the rates they pay, Within
a regulated wility euvironmens, the myilities mansged and adidistersd these programs with the
oversight of the Cormnnssioy. Howeever, some of these prozrazs wil become vulnerzble under a
compertive marketpiace 24 companies Soces on cost redustion. For emple, low-acame programs
have histatically been funded by s mix of federal aid and rare suppartsd utility cantdbudons, It is
widely cxpected ther the ievel of federal aid is going to be Sobstantislly decreased. Generally, the
oagoing Xovision of many of these programs must e assured. '
Various stajes have implemented, or are considering, a non-bypassable system benefits charge

Based upon k'Wh sales that is assessed and collected through the LDU. These funds could be

-
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allocated to various public benefit prograrns mat are geemed to be critical,” The Swff supports the
coneept and application of a public henefits charge to fund those low income, energy effisiency and
emvironmeatal services deemed to be necessary tor the public good. Howsever, legislative decisions
fust be made first 25 to the spedific programs which should be supported, the appropriste levels of

funding snd the admimistration of such programs,

ADDITIONAL PUBLIC SERVICE COMMISSION RELATED ACTIVITIES

1. Rulemaking for REP Cerdficntion and Code of Conduct

During the fovr-year Tansition period, the Cammission will need ta establish roles which set tut
the criteria that must be met in order to Be certified to do business es = REP" within the state of
Missowri These mtmawmﬂﬂ pricoarily focus on both the physical and firancial shility of a REP 1o
provids what it clamms 1o be able fo provide to end-use consumers. Some states requiry the supplier
to post 3 bond or other {ype of security approved by the public service cemmission. The posting of
security can be used to provide 2 recourse to customers i service does not meet promised levelg, if
codes of conduct are vinlated ar if there is Emd in merketing. The posting of security may also be

utilized to screen suppliers with fitaneial situations that appear unstghle,

"'Fm-c:cmnple Califoraia andivuwm o funding both mergy management progrems and Jow-Intoms
Assistance plans ot of & “pablic grods™ charge based cn KWh seles vin the distribution companivs, Mussachusctts is

Tunding 3= programs through # geoeral access charge.

' REPs mre companiza thir eter ints Szumciel coniracty o purchase clectricity st & wholesals lovel and rescll

That slectricicy o & 7evad] lovel  REPs ar:dmtnmmaggxf-gmwhoaﬁ 89 o rpraseniative for g greap of md-use
sonsumess in the piachess of cleckricity fram ore or meve certificd REPs et the retall level, Morsover, if an aggregatar
becomes mealved in dirsetly conlracting i purdhsse slepiricity from & generatar, then thel szgrepamr is acting as 2 REP

end will wwed i be certifisd a8 such,
2]-




Schedule JRE -1

Page 25.of 37
RUCTORING FILINGS
Iz sddition to cerficamion requiresents, the nil=reking shoudd estabiish 2 sode of ronduct by

witch cer¥ifed REPS agree 10 fmaction.  The sode of condns would deal with what reprecentztinng
' "'REPs czn fairly make to end-use consumers and who practices are considersd warthical, such as
“slamming * For sxample, 3 rode of sondurt can require the REPs provide complete, standardized
tnformation to cuSomers o pricing, terms and canditions of service, Codes Dmem address
requrirements that the suppliers agree to abide by any nules for billine and payment and 3 compaitment
o truth ;1 advertisieg.  If 2 REP vaolated this sode of condner, then the Commmission cogld semseve
its certiSicetion to operzte Within the ftate. Remona! of cemification woald require zn evidentiary

2. Dispute Resolution/Exforcement

The consumer must be sssured that thers 18 a netrel, effective forum fior addressing and resciving
consumer complaipts against REPs, The Commission should bave the clesr and unambiguots
proteczion roleg Tomﬁqnmmhmdcmmmmwwm
the 23y 1o hold 2 being 208 upon mmilcag its Sndings, have the abiity 1o imposs Snes 2od other
Sanchons and ukimetcly revoke cortificates when snch action is requized 10 belp protect the poblic,

E
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| COAPTER 3
IMPLEMENTATION DURING THE TRANSITION

COMMISSION AND UTILITY ACTIVITY BETWEEN NOW AND THE DATE WHEN
RESTRUCTURING LEGISLATION BECOMES LAW

1. Prefiminary Investizatory Dockets

Although it is assrmed that eleciric restruchying in the farm of et accest will pocwr @In
‘Missourl, it is 1ot known at thix time whether that will astually happen, If such electric restructaring
does oo, there i o cectainty when the Legislamee and the Governor will, sespectively, pass aad
sizn imto lawr sach legisiation  Since the time between gxh fegislation becoming law and the
cormmencement of the txmlementation of the mbsaace of sach lrw is Fkely t0 de shorrer thag what
-mu&wﬁmmmummmw«mlmmw
that the Commission seastructively utilize the time between now end the date when restructuring

The Cornmission c20 consroctively wtilize s time by esraiiishing separate investgnary dockets
on sTaaded sosts for cach investor-owned dectric wtizry having a servics tarmitary in Missood The
purpose of each of theae towmany specific dnckets would be to determing, among other things, what

information exists and what information may need to be developed for the Commission to make the
determination whether these utiiities have sositive, acgative or a0 siranded costs under the eely
restracnored cectic regime. An Impostznt rosalt of these investisasons %3 be the determination of
whether o not ressrazering s Foedy 1o Jower txtes for the customers of the mvestor-owned onficles
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Tn these investipzrry dockess, the St will give secSous eonsideration t going forward with
proposals for wriring dows the value of geoerstion assets that aro subject 10 stranded cos Babikty
{e.z., propasals for accelerating the dt::precialian of these §5018), ¢Ven prior to and itrespective of
enactmezt of legislation on retail cuméeﬁtim.' Thcsciuvc;tigaﬁonsveiﬂmuﬂthrceelmmiha_t
are not Sound in a tyyical rate $25¢ or parmings coplaint pracesding:

(1) the wmbunding of cosis
(2) ths detrrminarion ¢ the Bxehood of posiive, negative or no stranded costs; ad
(3) the spplisation of ity eatnings t reduee the 2tifisy's sranded cost, if they are positive.

Some, i ot ll, of these companies are thamselves in the process of reviesving data, quantifying
and deveioping positions on stranded cnszs. Since the exdiest date by which electric restructuriag
'@m.w.mymhwmpgzﬁmﬁysml, 1959, onder the Staff's proposal
and the croology iSecriSed in the Stdf's plan, the krvestar gwned electric miitles would fla their

- j.'h:‘.x

strended cost Slings o2 approximately Decezmher 1, 2000, The Comaission would heve wmtd
approsimercly September 1, 2000, 10 hold hearings, issue Reaarts And Orders and siast to implament |
‘the three year pariod of stranded cost recovery for all five of the eleciric utilities under the
-LCommission’s firisdicdion.  To the exzent that the imvestigatosy dockets would cultminate in
Mmmmﬁmmmnﬁwmm.m

PR AP

'
LTI L

oo . "Hother dockers almady cotist fgvaiving enteaking for inmmstor-ownad, slosric wilities, the Stuff will addreusy

. ., Briting dowa porzive simded costs i thos dociets,

w
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2 Werkireg Groups
The St sees the nred Sor three Commissinn woricng groups to deal with the issues raised in it
plan, The purpose of thess three -:;forbng groips is to provida 8 fonim in which mput is provided
1o the Staf related speciSeally to aress in which the Cammisgon will be making decisions, The fre
The conmrmer protestions woeking gronp woald sxarvine the cooent Commission mies that
2ddress:
(1} quality standardz;
(2) safity siandards;
() biling z0d payment semderds;
(4) mzmer readicg sanderds;
(5) deposiy, ekt and I payroen: semdard
{6) Siscomimance of service standardy;
(7) ¢old weather restrictions on service disgontinnence;
(%) consumer somplaing procedurey, eod
{9) dispote resolotion requinenents.
This wocking groop wonid ke recoemmendaticns w the Commission regarding how existing rules
shouid be arsended o meer the chaflzmees of 1he carpetsve supply of geneTation
The scrtification requirements for REPY working group would review rcquirements being
instituted in other states and make recommendations for Missourd, The Steff supports the concern

a5,
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expressed in the report of the Market Power worlting grohp that certifieation requirements not be so
steingent as to become & batier 1o eotry for reliatle electrivity providers, yet be rigorous encugh to
screen out those who are unlikely $o mest their cbligations to provide refiable electtis service to
consumers. In additon, this working group would be responsible for developing a REP code of -
conduct relating to representations which REPs can make to end~use consumers, unethical practices
end standardization of information on pricing, terms and eanditons of service.

The Staff'has not recommuenrad that & working group he set up to consider affiliate tnnmﬁcns‘
and associated codes of conduet becsuse the Commicsion has already directad rulemakings on this
marter, These ujemaldngs thoild he comprehensive and will 2ddress the existence of genesation and -
REP fanctions as competitive business units within the incumbent utilities, which will alse provide
tsansmission, distribution and castomer orvices o a regulated basis.

Only after legistation in enacted into law that mandates competitive supply of genuamon which
has adopted the Staff'recommendation of a state-wide power poel would the third working group
be established. This working group would investgats and make recommendations on the stractass,

Bnancing, governance and operating rules for & state-wide pawer paol.

RETAIL WHEELING EXPERIMENTS
The Stall rcommends that the Commisdion actively seck the introduction, epactment and xigning
into law of legislidon which aliows the Commission to epprove retzil wheeling experiments during

the four year transition period. Thess experiments would be dled with the Commission, which shonld

=26
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act in 2 (imaly feahion 10 allow any reasonable experiment. The purpose of these experfments is to
encourage REFS to begin operatinng in 2ach service terrifory prior to the date of full implemerzation
of retadl direct access Jegislation. Dhrréng this perind, retail rates will be bundled, but with the filing
of 2 experiment, the uility would propose avoided cost eradits 1o the end-use consumer”s bill for
generation aod transmission. Tous, during the transitian period, an end-use consumer would consider
the cost charged by the REF compaged to the credit received from the utility. If the utility can avoid
capacity costs (either gensration or transmisgion) by having a porticn of its load served by an
altermative provider that is willing to supply capacity on s firm basis, then the credit should include
these svoided eapacity costs,”® The oxent or size of these experiments may in part be determined by
_the investor-pwaed utllities' need for aew or replasement generaticn cepacity during the four year
transition pesied. In effier, the Staffis proposing that competitive supply of new generation mie

place during the transition pericd.

The timing of the filinge of these experiments, in part, will depend on each utiities” need for new
generation capacity, its plans regarding replacing purchased power comracts, its plans for renewing
ieages on generstion capaeity or its plass 10 gell any of its existing generation capacity, The
legiddation on retail wheeling cxperiments which the Staff proposes that the Commission seek, wenld
pemit Slimgs for retal wheeling experiments at the caliest passible date, even before the Lepislature

passes laws allowing for the fill competitive supply of geseradon n Missour,

"8 everal investor-owrned wtilities have prarchased power contraztd fhet sxcpice Withis, Shix foug yoar peried, mmd
all of the investor-owped wtilitics hove need (3 add ipesty due to lnad growts  Thus, the Staff would expeot all of tae
inwestar omned wilities to havs pesltive svaidad cadaclly cons,

w27~
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1. Replazing Expired Purchase Pawer Contracts and Capacity Leases

contracts and/ar lcases on generstion capacity which will occur befare the earfiegt possible open
m@emﬂuﬂgSﬁsmmm Th2 pexding sue is what should investoqsowned
wEties dn regandiog replaceme=s of the capackty thar will be required to serve retadl castamers only
during the four year transition period.

For a1 keast some of these new porchased power comtracts, it i poasible that the pew conract

time that are [onger than the new contracts ave lkely to cover. The utility will not want to ozmmit

10 Dew contracts over kng time pariods when soch 3 comgact bem mighe result in strzoded costs at
the time that direr access b Sopleocord. Serood, the old contracts wese degotisted at 2 time when
thers wag excess generation capacity in the region. This exzesd in gensration capacity has dicunizhed
over time 35 slectnic Joads have groom, and tes ke resulted in za increase i the market price for
geoeration capaciry. Thus, if thess uifirics Degotists new contracts, the result will be higher costs
and either Jower siranded st recovery during the transition period or higher retail rates to achiswe
the zame level of stranded cost recovery,

Qextly, one way to oifipare stranded cost recoviry or ackieve the ssme level of sranded cost
recovery at lower retail raves during the transition is 1o allow slternative energy supplicTs access to
e Ctoeers up © e amoux of load hat wothd othermise be served Dy the swew coatracrs, The
Steff recirmmends that the investor-ownoed utilities n Missoiur] proposs such plans as a pam of their
stranded cost flings. K nacessitated by the timing for replacing existing contracrs, the SwE would

-28-
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Yook fovorsbly on Sings mads peice to the scheduled dzte for ke prgnded row Fings, so kg 29 the
aecessary jegistation on retall wheelng experiments is in place. '
2. Addition of Generation Capacify to Meet Load Growth

In addition o replacing existing generation capacity, all of the inveszor-ewned utibties will need
12 ad ackfricml capiciy o mee their growth &n axtive iead (wbolesale tmsder cozract and remil)
It is zuticpated shat much of s new Eroeraticn camecity Wil be acouirad throngh short-tens
pnﬂmdmmmwﬁmmeﬁ&mdmmm Whatevrr the
source of the new gencration capasity, some of the investor-owned utilities will by in 3 Siation
where the ¢ost of the now generation capacity will be sbove the embedded (zverage) cost of their
existing generation capacty. This siuation is amalogons to the one fust described reganding the
replacemen; of exising contract, amd Staif recoommends thar the irvestor-ovned wites propose
comperitive provision of this generation by giving tkerrative SIpETs 2c56SS 1o retadl casomers i
amoumis squzl 1o the load corresponding to their neads for new geoeranion capacity 1o meet Joad
growth, Again, Staff's recommendating is based o9 there being in place the mc:smyrlcsislaﬁcn
respecting retail wheeling cxperinents, |

In the stugtion where the new gencration caparity required ta meed load growth is less costly
b@g&mmﬁﬁ@nﬂ%wﬂ@hm%m&'ﬁ:mm
ta enconrage expermeants s 10 allow alternative suppliers 1o serve Ioad prowth by baving avnided
generation eredith for end-use consumer bills during the transiton, the Staf would support sach

proposals.
«29-
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"SALE OF GENERATION ASSETS :

ey T

The Staff filly supports the concept of separation of generation through the drvrmiw
o asmets. The sale of pencrarion asscts rexcls in n imonedisee Tckes determination of
levels of stranded onpty, if there are zny, In addidon, if the oty &m,nctdiwstasigniﬁmpmf;n
of i grocesticn, i shcssd be require o explai o reaining thnse assets will act result fn i beviig'

-—

company or a single consonium of companies).

D@hﬁﬁnﬁ&&&&aﬂmﬂmmﬁe&;@ymmhflﬂ
purchased power contract with the company purchasing the asset in order for the utlity to meet ¥ 3
obligation to serve load, or the dap of the sl may be set for the cod af the fxr year tostion. .
period. Xin fts stranded cost recovery £ling, the utifity plans to dvest somse, or all, of its geacration
assets, it should alsa inchide the plan for meeting its shEgatian to serve during the rransiticn perind. '
¥ 3 amany docs 50t phan 10 divest its peoezrion assers, then that comspany neads 10 exphain i its %
Bling how rewaining these assers will result in maximizing the mitigation of its stranded costs, It is 3

et

alsn mrportzet 1o rote that divestinare of groeration zxsets cen Sreate svoided capacy costs which 5 d
‘ |
would then be mcluded mn the vtility’s experimescal retall wheeling programs, . e ‘I
Pl |
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NECESSARY LEGISLATION

As previcusly inciated, one of she Cormemiteses of e Reexil Crmmaizion Task Force was 3 Legal
Copmzites, mmmme@mm in: '

(1)  Identify state and local tax issues™, the callection of which is potentially affected by
the restracinring of the electrie im{unry in Missouri, and address fznchise fecs that
some utilitiea pay to mucicipalities, eounties and villages (municipelities) and
peyments in Hen of taxes (PILOTY), whick are paid by government-owned utilitics
whinhugpm:d through to oustomiers;

@  Idemify 1nd addcess legal hsues that relate directly to the alernative market
structures for ret2il campetition copsidered by e Market Sgucture and Markoet
Pawer working groop;

() ey existing l=zal impedimens 1o the fmplernentysion of retad] slecrric competiticn

' in Missour:; xud

)  Sorvey wd sememasize Jegal ambority and precedent soncersing the identifieation. and
! TAX RELATED ISSTES

At page 2 abave, the Staifpoted: (1)its position that the reduction or ioss of'tax, franchise fec
and PILOT revenues due 1o restnicniring must be addressed hy any legislation sstablishing regail
competitian; and (2) Senate Bill No, 627 passed in the just concluded Legislative Session purports
0 address business license taxes, franchise fees azd PILOTS, which i less than 23 of the relevant
xes Yenrified by the Trx Scheommitize of the Leal Cormittes of the Tagk Foree, Tn addition at
gages 2 end 3 above, ths Suff sres i3 view that 1oy legistrion thar opens the rer=ll aret ©

wmmwmm e Tae s o prhree of ety by e res
customey, e toc oo saietfnge tooss on sarchage of shecmtiry by deotrioty aromidie, st s porsie mcome T g
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NECESSARY LEGISLATION
cexpedion mist 2sse T sa, refisbe and adecponte disibxtion Sclities e 1o Cay power
the end-izse consumers and that high cost :ustamms, remote Jocations and high risk restomers mpst
be kept on the sy<cem where reaconably possie, |

Akbough the Legal Committes members were pot able 1o reach wnanimens agresment on the
desiraity of the fillowing txx reforn principles, the Task Foroe Repoct stazes tat the Task Faron
supports the appicaion of the following 1ax reform pensples to the exem feasibls, The Saff
suppons the Task Force’s tax reform principles set out below:

»  Lewel Plaving Feid: &mwwﬁmmmdm
energy supphiers In a restroctured electriciny market,

» Rrveme Newrality: ths General Asscinbly should seel 20 maintxia teventie opportuities for
stazs and local goveram=ms 30 they ave not karmed by electricity restruciring.

»  Cpwomer Tax Rurdeny: any madifications o the tix laws skould be sticnmed to minimize
tbcshfangofmhwdmmmgmmdasmmmgmmmmmﬂﬂnnpmnﬂx

cdess

»  Colecafite: zmy mocEication the te laws should be stroctured 1o maximize the ahifity of
stgte and loag] governments ta eollect them.

»  Imerstrts Competitiveness: the stxte and local ax system shonld b structured to enbance
the compettivencss of Missour bospesses.

»  Avpidance of Litieation: the General Assembily should seek to dcmgn.ml&giﬂnnnnthltm
nlikely to be subject o court challenges in order to svoid potentially significant tax refinds

mddehysmahmgmhuxm
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*-h- The Legal Commonistes o the Task Forws clearly ideurified oo legal impedinaizt to efictursing
U el dertric compesition in Missouri, the ariTi/8op ststutory provision, Tn a receat procesding
Case No. EO-87-421, In the Matter of the Consideration of » Competitive Market Research Project
and Piat Open Access Program for the Empire District Electric Comi:an?. the Empire District
acorss waoswission taciff, was joiatly devdoped by EDE a=d tw of it large sstomers ICL/Praxair,
theif power CompEIitively. mmmmwmmmmpﬂ&
open access fransmission tartfE did oot pravide for a rhange of supplisrs 3 violxtion of Section
353.106 in that EDE would remain the sale source of distribution of alocirical ensrgy for o
customers.  The Commission found that the proposed taniff viclated Section 353,106 strting us
Inliorws:
ZEmETmrmessmre

campese fof graeration Ix &t east foor @z, L. .

- . . The Empire District Elecrric Company is the lawfi) supplier of retall alectric energy to
ICT and Praxgir throngh permanent service facilitias and, therefore other supplicrs of
dlectrical energy are expressly denied the right to provide such service in the form of sale of
clectrical power directiy 10 these customers.

Based upon that ruling, saction 383,106 must be addressed by anv legixztion sceking 1o establish

retad competition.  Most Impadiaealy, there X 2 zeed for lesiSlation which woold address the

<33-
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Commission's hoidisg i the 2hove poted EDE tase, ad sperically peemit experiments reganding
propasals that zo besand sale for resele mansactons. «
The purpose of this documenr is 10 provide the Staff"s position on retall elestric résmmurﬁ:gas
i1 relztes 1o investor-ownod wiifey. ‘Tz, the ScxFwill address Section 355106 BSMo 1994, which
38 in the chapter of Missouri Stzhtes that address=s the power of electrical corporations and their
yegulation by the Commission, The Stxffwill not address Section 354,315 REMo 1594, which iz in
the rural clectric cooperative Law chapter of Missour Scamutes, nor will the Staff addresy Section
51025 wkich is n the Fxrkeipally owmed wiiies chapter of Missonsi statutes, Sections 394,315 and
91.023 az, respectvely, the rural slectric cosperative and mmnizipally owoed utility counterparts to

Section 393,10€.
SUMMARY
Geserally, the St will not ssek 0 replicatz herein logal issos sebject rstizr comained in the &{%\7

Tast Focze Repon. The Sl befieves thay the Task Force Report is comprehensive in s disqrssion
of this subject area, and if the Commmlssion does not already possess the necessary authority, efther
exprossly or implicitly, to effermme the recammendations comzined herein, then the Missoud
Lagiclators mry eosfer that utherity upan the Commisson. The St swoald aote thas the lack of
3 specific sratutary prant of authority is sot necessarily an incdication that the Commission does not
bave the requisite autharity. New legislation expressly granting pawer 10 the Cammission may be ;
itended only i clarify and particalarize cxisting lew.,

b
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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-MP S SRS, )
for authority to file tariffs increasing electric ) Case No. ER-2004-0034
rates for the service provided to customers in )
~ the Aquila Networks-MP S auiiiipis )
)
)
)
) =
)

County of Jackson )
) ss
State of Missouri )

AFFIDAVIT OF JON R. EMPSON

Jon R. Empson, being first duly swom, deposes and says that he is the witness who
sponsors the accompanying testimony entitled “Rebuttal Testimony of Jon R. Empson;” 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.

Jon R. Bghpson
Subscribed and swom to before me thl&é% ﬁtfday of %(MJG_——%QO“'

‘/I(Iotary Public
Terry D. Lutes
My Commission expires:

f - A0 ""Zﬁz)/ < TERRY D.LUTES
o Jackson Gounty
E St

My Commission Expires
August 20, 2004




