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PROPOSED LIST OF ISSUES, LIST OF WITNESSES 

AND ORDER OF CROSS-EXAMINATION


COMES NOW the Staff of the Missouri Public Service Commission (“Staff”) and on behalf of the parties to this proceeding, respectfully states as follows:

1.  
On April 30, 2004, The Empire District Electric Company (“Empire” or “Company”) filed with the Missouri Public Service Commission (“Commission”) tariff sheets designed to increase its rates for electric service to the Company’s customers in Missouri.

2.
Applications to intervene were subsequently filed by Praxair, Inc. (“Praxair”), Explorer Pipeline Company (Explorer”), the Missouri Department of Natural Resources (“DNR”), Union Electric Company d/b/a AmerenUE (“AmerenUE”), and Aquila, Inc. (“Aquila”).  The Commission granted all five applications.

3.
On June 10. 2004, Empire, on behalf of the parties to this case at that time,
filed a Proposed Procedural Schedule.  The Commission adopted the proposed procedural schedule in an order dated June 17, 2004.  Pursuant to the June 17 Order, the parties were to develop and agree on a list of issues to be determined by the Commission in this case, as well as a list of witnesses and an order of cross-examination.  The information was to be filed by Staff no later than November 29, 2004.

4.  Commission Rule 4 CSR 240-2.080(21) provides: 

Any list of issues ordered by the commission must contain one (1) or more questions presented for decision, stated in the following form per issue: in three (3) separate sentences, with factual and legal premises, followed by a short question; in no more than seventy-five (75) words; and with enough facts woven in that the commission will understand how the question arises in the case.

  (A) The questions must be clear and brief, using the style of the following examples of issue statements, which illustrate the clarity and brevity that the parties should aim for:

1. Example A:  The Administrative Procedures Act does not require the same administrative law judge to hear the case and write the final order.  ABC Utility Company filed an appeal based on the fact that the administrative law judge who wrote the final order was not the administrative law judge who heard the case.  Is it reversible error for one administrative law judge to hear the case and a different administrative law judge to write the final opinion?

2.  Example B:  For purposes of establishing rates, ABC Utility Company is entitled to include in its costs expenses relating to items that are used or useful in providing services to its customers.  ABC Utility Company has spent money to clean up environmental damages resulting from the operation of manufactured-gas plants some 70 to 80 years ago.  Should ABC Utility Company be allowed to include these expenses among its costs in establishing its future natural gas rates?

5.  The parties are unable to comply with the requirements of Commission Rule 4 CSR 240-2.080(21); however, the Staff has solicited input from all, and obtained input from most, of the parties in preparing the list of issues presented below.  Therefore, the Staff requests, pursuant to 4 CSR 240.2.025, that, for good cause, the Commission waive the requirements of 4 CSR 240-2.080(21).  

6.   The parties have assembled the following list of issues, list of witnesses and the order of cross-examination. Although Praxair, Inc. and Explorer Pipeline Company contributed to this list of issues, ultimately they filed their own pleading on the subject.  The listing of issues below 
is not to be considered as an agreement by any party that any particular listed issue is, in fact, a valid or relevant issue.  Indeed, in their concurrent filing of position statements, some parties may state that they consider a particular listed issue to not be a valid issue.  This “non-binding” listing of issues is not to be construed as impairing any party’s ability to argue about any of these issues or related matters, or to restrict the scope of its response to arguments made by other parties.
LIST OF ISSUES

The parties have agreed upon the following list of contested issues:

REVENUE REQUIREMENT

Rate of Return 

1.  
What capital structure is appropriate for Empire?

2.  
What return on common equity recommendation is appropriate in estimating Empire’s cost of common equity?

3.  
What embedded cost of debt is appropriate for Empire?

Rate Base.

4.  
Energy Center Units 3 & 4 Construction Cost:  What is the appropriate level of construction costs to be included in rate base for Empire’s Energy Center Units 3 & 4? 
5.  
Deferred tax balances

a) Post-Retirement Benefits Other than Pensions (“PBOP”):  Should cost of service be increased too compensate for Empire’s inability to obtain full deductibility of its contributions to its Voluntary Employment Beneficiary Association (“VEBA”) plan for management?

b)  Alternative Minimum Tax (“AMT”):  Should cost of service be increased to reflect inclusion in rate base of Empire's deferred tax liability associated with AMT?    

Expense Issues

6.  
Depreciation:  How shall the depreciation for plant accounts be calculated?  

(a)  Should life span be applied to production accounts?


(b)  Should the Commission use the whole-life or the remaining life technique? 


(c)  How should the cost of removal net of salvage component be treated?

7.
Fuel and Purchased Power/Interim Energy Charge (“IEC”)*:  What is the appropriate level of total Company on-system fuel and purchased power expense, and what cost recovery method should be used in this case?


(a)  What natural gas price should be used in determining permanent rates?

(b)  May the Commission lawfully order an IEC absent a unanimous stipulation and agreement?  


(c) If yes to (a) above, should an IEC for Empire be implemented in this proceeding?  If so, at what floor and ceiling levels?   How should an IEC be structured?  How should the charge be designed?

* The design of an IEC charge is listed with rate design issues.
8.  
Payroll O&M Factor:  Should the payroll O&M factor be calculated using a three-year average or a five-year average?   
9.  
Energy Center 3 & 4 O&M:  Should cost of service include annual turbine inspection costs and long-term (twenty-year accrual) inspection costs for the recently installed Energy Center Units 3 & 4?  

10.  
Is it appropriate to include in cost of service an amount for annual inspections of Empire’s generators?  If so, what amount should be included? 

11.  
Tree Trimming:  What amount should be included in cost of service to reflect ongoing tree trimming costs? 

12.  
Rate Case Expense:  Should the costs of retaining Empire consultants Mr. Pfeifenberger and Dr. Vander Weide be included in the rate case expense reflected in cost of service? 

13.  
Enron Legal Fees:  Should the legal fees associated with the settlement of a dispute with Enron be included in cost of service?

14.  
Incentive Compensation:  Should all costs associated with incentive compensation be included in cost of service?  If not, what costs/amounts should be excluded?

15.  
Stock Options  

(a) Should the cost of stock options be expensed before they are exercised?

(b)  Should the cost of stock options be included in cost of service?
16.  
Low-Income Customer Weatherization Assistance Programs:  Should an amount for low-income customer weatherization assistance programs be included in cost of service?  If so, what amount should be included?
17.  
Energy Efficiency Programs:  Should an amount for energy efficiency programs, specifically a lighting program, a residential appliance and HVAC rebate program, and a commercial customer energy audit program, be included in cost of service?  If so, what amount should be included?
18.  
Wind Energy Assessment: Should an amount for wind energy assessment be included in cost of service?  If so, what amount should be included?
19.  
Pensions:  What is the appropriate method of determining pension expense for inclusion in the cost of service?   

20.  
Late payment charge:  Should Empire’s late payment charge be calculated based on a single percentage?  If so, at what level? 
CLASS COST OF SERVICE/RATE DESIGN  
21.  What is the appropriate allocation of any increase in revenues to customer classes?

a)  What is the appropriate demand allocation factor to allocate generation and transmission capacity costs to the customer classes?
22.  What are the appropriate adjustments to the rate components for each of the various rate schedules?


a)  Summer/Winter Differential:  What changes in rate design regarding the summer/winter rate differentials should be implemented in this case?

b)  Customer Charge:  What changes in customer charges should be implemented in this case?


c)  Substation Credit:  What substation credit should be implemented in this case for customers on the LP rate served at transmission?


d)  Facility Charge:  Should a facility charge for customers on the Large Power, General Power, Total Electric Building, and Power Feed Mill rates be implemented to collect a part of the fixed demand cost?

e)  IEC Charge:  What is the appropriate basis for determining the IEC charge for each customer class?

CALENDAR OF ISSUES; ORDER OF WITNESSES 

Monday, December 6, 2004

   9:00 a.m.
Entries of Appearance and Marking of Exhibits

   10:00 a.m.
Opening Statements   




Empire




Staff




Public Counsel




Praxair/Explorer Pipeline





The Missouri Department of Natural Resources




Aquila 




AmerenUE

   11:00 a.m.
Low-Income Customer Weatherization Assistance Programs


Witnesses:  
DNR:  Randolph, Wyse     





Public Counsel:  Kind 





Staff:  Mantle 





Empire:  Palmer     



Energy Efficiency Programs


Witnesses:  
DNR:  Randolph, Wyse    





Public Counsel:  Kind 





Staff:  Mantle 





Empire:  Palmer 



Wind Energy Assessment



Witnesses:  
DNR:  Randolph    





Public Counsel:  Kind 





Staff:  Mantle 





Empire:  Palmer   

   1:00 p.m.  
Energy Center 3 & 4 disallowance


Witnesses:  
Empire:  Beecher   

Staff:  McKiddy, Elliott 

Public Counsel:  Robertson 


Rate Case expense


Witnesses:
Empire:  Walters 





Staff:  McKiddy 

Tuesday, December 7, 2004    

   8:30 a.m.
Deferred Tax balances 

  

Witnesses:
Empire:  Williams 





Staff:  Cassidy 



Energy Center 3 & 4 twenty-year inspections



Witnesses:
Empire:  Mertens





Staff:  Teel 



Annual generator inspections


Witnesses:
Empire:  Mertens 





Staff:  Teel 


Legal Fees


Witnesses:
Empire:  Walters





Staff:  DeVore 



Stock Options


Witnesses:
Empire:  Bauer 





Staff:  DeVore 



Payroll O&M Factor


Witnesses:
Empire:  Walters 





Staff:  DeVore  





Public Counsel:  Bolin

Wednesday, December 8, 2004  
   8:30 a.m.
Incentive Compensation


Witnesses:
Empire:  Bauer 





Staff:  DeVore  
   11:00 a.m.
Pensions


Witnesses:
Empire:  Vogl, Knapp, Eads 





Staff:  Gibbs  





Public Counsel:  Robertson 

Thursday, December 9, 2004

   8:30 a.m.   
Tree Trimming


Witnesses:
Empire:  Palmer 





Staff:  Teel  

   10:00 a.m. 
Fuel and Purchased Power/Interim Energy Charge*
tc "Test Year Depreciation Expense " \l 4 



Witnesses:
Empire:  Tietjen, Beecher, Overcast  



Staff:  Cassidy, Choe, Bender, Watkins  



Public Counsel:  Busch  



Praxair/Explorer Pipeline:  Brubaker 

* The rate design for the IEC charge is scheduled with the other rate design issues.

Friday, December 10, 2004

   8:30 

Wind Energy Research


Witnesses:  
DNR:  Anderson  

   9:30 a.m.   Fuel and Purchased Power/Interim Energy Charge/IEC rate design (cont’d)
tc "Test Year Depreciation Expense " \l 4 

Monday, December 13, 2004

   8:30 a.m.
Capital Structure/Rate of Return

Witnesses:
Empire:  Gipson, Knapp, Murry, Vander Weide 



Staff:  Murray 





Public Counsel:  Allen 
Tuesday, December 14, 2004

   8:30 a.m.
Capital Structure/Rate of Return (cont’d.)
Wednesday, December 15, 2004

   8:30 a.m. 
Depreciation 



Witnesses:
Empire:  Roff, Knapp 





Aquila:  Rooney 

Staff:   Macias, Gilbert, Teel  





Public Counsel:  Majoros    
Thursday, December 16, 2004  
   8:30 a.m.
Depreciation (cont’d.) 

Friday, December 17, 2004  

   8:30 a.m.
Late Payment Charge


Witnesses:
Empire:  Palmer 





Staff:   McDuffy  

   9:30 a.m.
Class Cost of Service/Rate Design  
Witnesses:
Empire:  Walters, Overcast, Eichman

Staff:  Hu, Pyatte, Watkins 
Public Counsel:  Meisenheimer 





Praxair/Explorer Pipeline:  Brubaker

Order Of Cross-Examination (except for Depreciation and Class Cost of Service/Rate Design):


For Empire witnesses, cross will be by DNR, Praxair/Explorer Pipeline, Staff, then Public Counsel.      


For Staff witnesses, cross will be by DNR, Praxair/Explorer Pipeline, Public Counsel, then Empire.     


For Public Counsel witnesses, cross will be by DNR, Staff, Praxair/Explorer Pipeline, then Empire.    


For Praxair/Explorer Pipeline witnesses, cross will be by Empire, DNR, Public Counsel, then Staff.    

Order of Cross-Examination (Depreciation):

For Empire witnesses, cross will be by AmerenUE, Aquila DNR, Praxair/Explorer Pipeline, Staff, then Public Counsel.     


For Aquila witness, cross will be by AmerenUE, Empire, DNR, Praxair/Explorer Pipeline, Staff, then Public Counsel.


For Staff witnesses, cross will be by Public Counsel, DNR, Praxair/Explorer Pipeline, AmerenUE, Aquila, then Empire.     


For Public Counsel witnesses, cross will be by Staff, DNR, Praxair/Explorer Pipeline, AmerenUE, Aquila, then Empire.     

Order of Cross-Examination (Class Cost of Service/Rate Design):

For Empire witnesses, cross will be by Staff, Praxair/Explorer Pipeline, DNR, then Public Counsel.     


For Staff witnesses, cross will be by Public Counsel, Empire, DNR, then Praxair/Explorer Pipeline.     


For Public Counsel witnesses, cross will be by Staff, Empire, DNR, then Praxair/Explorer Pipeline.     


For Praxair/Explorer Pipeline witnesses, cross will be by Empire, DNR, Public Counsel, then Staff.     

Respectfully submitted,

.








DANA K. JOYCE








General Counsel


/s/ Dennis L. Frey_____________________
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Senior Counsel
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Attorney for the Staff of the 








Missouri Public Service Commission








P. O. Box 360








Jefferson City, MO 65102








(573) 751-8700 (Telephone)








(573) 751-9285 (Fax)








e-mail: dfrey03@mail.state.mo.us

Certificate of Service
I hereby certify that copies of the foregoing have been mailed, hand-delivered, transmitted by facsimile or e-mailed to all counsel of record this 1st day of December 2004.

/s/ Dennis L. Frey___________________

� AmerenUE and Aquila had not yet filed applications to intervene.


� The filing deadline was subsequently extended to December 1, 2004 by Commission Order, dated November 29, 2004.


� Because of a scheduling conflict, DNR witness Anderson will appear on December 10, 2004. 
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