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United Cities Gas Company



FOR –  All Districts –                            _
   Name of Issuing Corporation
     

                               Community, Town or City


PURCHASED GAS ADJUSTMENT CLAUSE


I. PGA FILING REQUIREMENTS AND APPLICABILITY
+

The Purchased Gas Adjustment (PGA) Clause applies to all sales and transportation services provided under all natural gas rate schedules and contracts. For purposes of this clause the term “cost of gas” shall include the cost paid to suppliers for the purchase, transportation and storage of gas.  The Company shall compute separate PGA Clause Rates for the Consolidated and Neelyville districts.  The Consolidated district is comprised of the historical districts of Bowling Green, Palmyra and Hannibal/Canton.


For the purpose of applying this clause, sales service shall be classified as firm or interruptible.  Firm service shall consist of service provided under the residential rate schedules and general gas service rate schedules.  Interruptible sales service shall be considered all sales service not classified as firm. No demand costs shall be applied to interruptible sales service.


As an alternative to proration, the Company may bill its customers the newly effective rates only when all service being billed is service taken after the effective date of the new rates.  As long as any of the service period being billed a customer contains service taken prior to the period before the new rates are effective, the Company can charge only the old rates.


All PGA factors are subject to review and approval by the Commission.  All PGA factors are interim and subject to adjustment as part of the Annual Cost Adjustment (ACA) review.  Any PGA filing shall not be approved unless it has first been on file with the Commission for a period ten (10) business days.  The PGA factors approved by the Commission shall remain in effect until the next PGA becomes effective hereunder, or until otherwise changed by law or order of the Commission.  Each PGA factor filed hereunder shall cancel and supersede the previously effective PGA factors and shall reflect the current purchase gas cost to be effective thenceforth.


All necessary supporting documentation must be provided with the PGA filings,  including worksheets showing the calculation of the estimate of the Company’s gas costs, volumes purchased for resale, the projected monthly demand levels, supply options, transportation options, storage options, and other miscellaneous charges and revenues that affect the PGA rate calculation.
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United Cities Gas Company



FOR –  All Districts –

                                           
  
Name of Issuing Corporation
     

                               Community, Town or City


PURCHASED GAS ADJUSTMENT CLAUSE (Continued) 

United Cities shall file a “Total PGA” factor which shall consist of three parts:

a) The Purchase Gas Adjustment “RPGA” factor as defined in Section II;

b) The Actual Cost Adjustment “ACA” which results from the corrections made through the Deferred Purchased Gas Cost-Actual Cost Adjustment Accounts, described later  in Section III of this clause, and;

c) The “Refund” factor which is described later in Section IV of this clause.

At least ten (10) business days before applying the filed rates, United Cities shall file with the 
+

Commission an Adjustment Statement and related information showing:

a) The computation of the revised purchased gas costs factors as described herein; and,

b) A revised Sheet No. 58 setting forth the net amount per Ccf, expressed to the nearest $0.0001, to be used in computing the PGA applicable to the customer’s bills, and the effective date of such adjustments.

c) United Cities shall also file with the Commission copies of any FERC orders or other pertinent information applicable to the wholesale rate charged the Company by its natural gas supplier.

A. PGA Filings:
+

United Cities shall have the opportunity to make up to four (4) PGA Filings each year; a required Winter PGA and three (3) Optional PGA’s.  The Winter PGA shall be filed between October 15 and November 4 of each calendar year . The Optional PGA’s shall be filed when the Company determines that elements have changed significantly from the currently effective factor.  The Optional PGA’s shall not become effective in two consecutive months unless specifically ordered by the Commission.

The Winter PGA that shall contain rates reflecting: (1) all of United Cities ACA adjustments and Refund factor adjustments relating to or arising during the immediately preceding 12 month ACA period; (2) United Cities then current estimate of gas cost revenue requirements for the period between the effective date of filing and the next Winter PGA Filing; and (3) any Deferred Carrying Cost Balance (“DCCB”) adjustments.
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United Cities Gas Company



FOR –  All Districts –

                                          
  
 Name of Issuing Corporation
     

                               Community, Town or City


PURCHASED GAS ADJUSTMENT CLAUSE (Continued)


If United Cities chooses to make Optional PGA Filings, the Winter PGA filing shall contain the rates reflecting: (1) all of the United Cities ACA adjustments and Refund adjustments relating to or arising during the immediately preceding 12 month ACA period: (2) United Cities estimate of annualized gas cost revenue requirements for the period between the effective date of the Winter PGA and next Winter PGA filing; and (3) any DCCB adjustments.  The Optional PGA shall contain rates maintaining (1) all of the LDC’s ACA adjustments and Refund adjustments relating to or arising during the prior ACA period; and adjusting rates for (2) United Cities estimate of annualized gas cost revenue requirements for the period between the effective date of the Optional PGA and the effective date of its next Winter PGA; and (3) any DCCB adjustments.

B. Deferred Carrying Cost Balance:
+
The Deferred Carrying Cost Balance (DCCB) shall include the cumulative under or over recoveries of gas costs at the end of each month for each month for each annual ACA period.  The  under or over recoveries of gas costs at the end of each month to include in the DCCB will be defined and computed as the product of: (a) the difference between United Cities actual annualized unit cost of gas (blended with storage) and the estimated annualized unit cost of gas factor included in United Cites then most recent PGA filing, times (b) the total volumes of gas sold during such month.

The Company may file a rate change not to exceed five cents ($.05) per Ccf which is designed to refund to, or recover from, customers any DCCB related over or under recoveries of gas costs that have accumulated since the Company’s last ACA filing.
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United Cities Gas Company



FOR –  All Districts –

                                          
  Name of Issuing Corporation
     

                               Community, Town or City


PURCHASED GAS ADJUSTMENT CLAUSE (Continued 


II. REGULAR PURCHASED GAS ADJUSTMENTS


Charges for gas service contained in United Cities then effective retail rate schedules on file with the Missouri Public Service Commission shall be adjusted by a Regular Purchased Gas Adjustment (RPGA).  The Company shall maintain RPGA factors for its Consolidated and Neelyville districts as determined in the following manner:

1. Computation of RPGA Factors:

United Cities RPGA factors shall be calculated based on the best estimate of United Cities gas costs and volumes purchased for resale, as calculated by United Cities and approved by the Commission.  Calculation of the best estimate of United Cities projected monthly demand levels, supply options, transportation options, storage options, and other miscellaneous charges and revenues that affect the RPGA rate calculation.  The costs to be included in the RPGA rate calculation shall be limited to the projected costs necessary to deliver the volumes purchased for resale to United Cities city gate.  The actual gas costs shall include the commodity cost of storage withdrawals and exclude the commodity cost of storage injections.
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           United Cities Gas Company



FOR –  All Districts –

                                          
   
Name of Issuing Corporation
     

                               Community, Town or City


PURCHASED GAS ADJUSTMENT CLAUSE (Continued)


The gas cost revenue requirement component of the RPGA factor, relating to fixed pipeline transportation and storage charges, fixed gas supply charges, and other fixed FERC authorized charges, will be determined in a manner similar to the way they have historically been determined in United Cities PGA Clause.

For the gas commodity component of the RPGA factor, including variable transportation costs, gas supply commodity costs, and other FERC authorized commodity charges, United Cities will utilize any technique or method it deems reasonable for purposes of estimating the gas cost revenue requirement to be reflective for this component in each RPGA filing, provided that:

(a) for any PGA Filing, such estimate shall not exceed a per Ccf cost equal to the higher of:
+

(1) United Cities actual commodity gas cost per Ccf for currently purchased gas supplies in the month  in which the PGA filing is made; or

(2) the average of (i) the single highest average commodity gas cost per Ccf and (ii) the overall weighted average commodity gas cost per Ccf actually incurred by United Cities for the currently purchased gas supplies in the applicable winter or summer period during the then three most recent ACA periods.

(b) United Cities must justify the gas costs included in its filings.
+

III.
DEFERRED PURCHASED GAS COST – ACTUAL COST ADJUSTMENT ACCOUNTS:


United Cities shall establish and maintain a Deferred Purchase Gas Cost – Actual Adjustment (ACA) Account which shall be credited with any over-recovery resulting from the operation of United Cities PGA procedure or debited for any under-recovery resulting from the same.  The Company shall maintain ACA accounts for its Consolidated and Neelyville districts.
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United Cities Gas Company



FOR –  All Districts –

                                          
 
  Name of Issuing Corporation
     

                               Community, Town or City


PURCHASED GAS ADJUSTMENT) CLAUSE (Continued)

Such over-or under-recovery shall be determined by a monthly comparison of the actual (as billed) cost of gas as shown on the books and records of United Cities, and the cost recovery for the same month calculated by multiplying the volumes sold during said month by the sum of the currently effective cost components (the regular PGA factor and the prior period “Actual Cost Adjustment” ACA factor as herein defined).

For each twelve month billing period ended with the May revenue month, the difference of the comparisons described above, including any balance or credit for the previous year, shall be accumulated to produce a cumulative balance of over-recovered or under-recovered costs.  ACA factors shall be computed by dividing the cumulative balance of the over-recoveries or under-recoveries by the estimated volumes of total sales during the subsequent twelve-month period.  This adjustment shall be rounded to the nearest $0.0001 per Ccf and applied to billings, beginning with the November revenue month.  These ACA factors shall remain in effect until superseded by subsequent ACA factors calculated according to this provision.  United Cities shall file any revised ACA factors in the same manner as all other adjustments performed in the PGA clause.

Carrying costs shall be determined in the following manner:

(a)  No carrying costs shall be applied in connection with any PGA-related item until such time as the net “Deferred Carrying Cost Balance” exceeds an amount equal to ten percent (10%) of United Cities average annual level of gas costs for the then most three recent ACA periods.
+

The DCCB shall include the cumulative under or over recoveries of gas costs at the end of each month for each annual ACA period.  The under or over recoveries of gas costs at the end of each month to include in the DCCB will be defined and computed as the product of (a) the difference between United Cities actual annualized unit cost of gas (blended with storage and the estimated annualized unit cost of gas factor included in United Cities then most recent PGA filing) times (b) the total volumes of gas sold during such month.

(b) In the event the DCCB exceeds ten percent of the LDC’s Annual Gas Cost Level, a carrying cost equal to simple interest at the prime rate minus one percentage point shall be applied to such portion of the balance amounts as exceeds five percent for the period such excess balance amounts exist.  The prime lending rate, (prime), is that rate reported in The Wall Street Journal on the first business day of the following month.
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United Cities Gas Company



FOR –  All Districts –

                                          
   
Name of Issuing Corporation
     

                               Community, Town or City


PURCHASED GAS ADJUSTMENT CLAUSE (Continued)


IV.
REFUNDS



A separate refund factor shall be computed for each of United Cities' districts and for each PGA rate classification.  Any portion of refunds which United Cities receives from its wholesale supplier(s), together with any interest included in such refund amounts, will be refunded to United Cities customers.  Such refunds will be accumulated and filed with the Annual PGA Filing.  To extent that refund accumulations by system exceed $100,000 between November 1 and April 1, the refunds will be filed in an Optional PGA filing.  The updated refund factor will be based on 
+

projected volumes for the period from the implementation date to November 1.

The refund factors shall be calculated in accordance with the following:

A. Firm Customers:

The portion of the refund allocated to the Firm customers and received from the applicable wholesale supplier, including interest paid by the supplier, shall be divided by the estimated number of Ccfs to be sold in the succeeding twelve (12) months to United Cities regular firm sales customers.  The resulting per Ccf factor, rounded to the nearest $.00001 per Ccf, shall be applied as a credit to each firm sales customer’s bill over the succeeding twelve (12) months by multiplying such unit refund credit by the total Ccfs billed to each customer in each billing period.

The length of the refund period shall generally be twelve (12) months, with any over/under payment rolling into the next Annual PGA Filing.  United Cities shall add interest to the balance of refunds received from its suppliers remaining to be distributed to its firm customers.  The interest shall be at a rate of 1% below the arithmetic mean (to the nearest one-hundredth of one percent) of the prime rate value published in the “Federal Reserve Bulletin; or in the Federal Reserve’s “Selected Interest Rates” for the previous 3 months preceding the 1st of the calendar quarter for which the new rate is to apply.  For each twelve (12) month refund distribution period, an estimate of the interest to be so added by United Cities shall be included in determining the per Ccf refund rate to be applied to bills pursuant to the above paragraphs.
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