BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF MISSOURI
In the Matter of The Empire District Electric
)

Company of Joplin, Missouri, for Authority
) 

to File Tariffs Increasing Rates for Electric 
)
Case No. ER-2002-424

Service Provided to Customers in the

)    
Tariff No. 200200743

Missouri Service Area of the Company.

)


Public Counsel’s Position Statements

Comes Now the Office of the Public Counsel (Public Counsel) and provides its Position Statements as follows regarding the Empire District Electric Company (“Empire” or “Company”):

1. Capital Structure/Rate of Return 

(a) What capital structure is appropriate for Empire?


Public Counsel: Empire’s actual capital structure as of 30 June 2002 should be used in this case.  This actual capital structure should include a level of short-term debt calculated as an average of the level of short-term debt, less construction work in progress, for the preceding twelve months.

(b) What return on common equity is appropriate for Empire?

Public Counsel: Empire should be authorized a return on common equity of between 10.1% and 10.4%.

2. Fuel and Purchased Power


(a) What is the appropriate price of natural gas?


Public Counsel: An appropriate level of fuel costs should be included in the cost of service calculation based on traditional ratemaking procedures and should include a price of $3.147 per MMBtu for natural gas.

(b) What is the appropriate availability of purchased power and its annual average cost per MWH?

Public Counsel: Public Counsel supports the position of Staff.
3. Interim Energy Charge


(a) Should the Interim Energy Charge be continued?  If so, at what levels?  

Public Counsel: The Interim Energy Charge is no longer necessary nor justified because the natural gas market has stabilized since Case No. ER-2001-299 and because Empire has implemented a hedging plan that mitigates exposure to natural gas price volatility.
(b) Should a new Interim Energy Charge be implemented?  If so, at what level(s)?  How should it be structured?

Public Counsel: No.
(c) If the existing IEC is terminated and no new IEC is adopted in this case, then when should refunds related to the past IEC be returned to consumers pursuant to the IEC?

Public Counsel: Refunds of IEC overcharges should be credited to consumers as soon as possible.
4. Energy Trader Commissions

How much, if any, of the commissions paid to Empire’s energy traders should be included in cost of service? 

Public Counsel: Public Counsel recommends that $43,131 should be included in the total payroll annualization for energy trader commissions.  The amount is calculated by recreating the amount of commissions that the traders would have earned during the updated test year period, based upon the monthly net margin of off-system sales, excepting sales of hydroelectric power.

5. Class Cost of Service/Rate Design

(a) What should be the appropriate method of class cost of service allocation in this case?

Public Counsel: Public Counsel believes that the Public Counsel's CCOS provides an appropriate method of class cost of service allocation in this case.  The Commission should reject the class cost of service methods that are proposed by the Company and Praxair as inappropriate.

(b) What is the appropriate allocation of any increase in revenues to customer classes?

Public Counsel: Public Counsel believes that the appropriate allocation of any increase in revenues to the respective customer classes should balance movement towards cost of service with rate impact and affordability considerations.   In addition, no class should receive a net decrease in its revenue requirement while there is a total company revenue requirement increase.  Public Counsel has provided the Commission with a methodology that would accomplish these goals.

(c) What are the appropriate adjustments to rates for the various customer classes?

Public Counsel: Public Counsel recommends that all rates (including the residential customer charge) be adjusted by the same percentage as the percentage of revenue increase for each customer class.
(d) Should the rate differential between winter tail block and summer tail block for residential customers be reduced on a revenue-neutral basis? If so, how? 

Public Counsel: Public Counsel opposes a declining block summer rate structure that would result from the Company's proposal of reducing the seasonal differential for the residential second block commodity rate.
(e) Should Empire be permitted to institute an experimental low-income rider?

Public Counsel: Empire’s low-income rate proposal has not yet been fully developed.  Several guidelines and procedures would still need to be worked out before a useful experiment could be implemented.  Public Counsel recommends that Empire either be encouraged to more fully develop its proposal and re-introduce it as part of its next general rate case or the Commission could establish a collaborative, consisting of the parties to this case, with the purpose of developing a low income program that is suited to the needs of Empire’s service territory.

(f) If an IEC is adopted in this case, what is the appropriate rate design treatment for this charge? 


Public Counsel: If an IEC is adopted in this case, Public Counsel recommends spreading the revenue increase excluding IEC revenue according to the Public Counsel's rate design methodology.  Then the IEC should be allocated to each class on the basis of cents per kWh and it should be reflected separately on all Empire Missouri rate schedules as was done in the previous rate case.
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