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SUBJECT:
Staff's Recommendation in Atmos Energy Corporation’s 2000-2001 Actual Cost Adjustment Filing

DATE:

September 30, 2002
The Procurement Analysis Department (Staff) has reviewed Atmos Energy Corporation’s (Atmos or Company) 2000-2001 Actual Cost Adjustment (ACA) filing.  This filing was made on October 18, 2001, and was docketed as Case No. GR-2001-396.  The 2000-2001 ACA filing rates became effective on November 1, 2001. 

Staff’s review consisted of an audit and evaluation of the billed revenues and gas costs for the period of September 1, 2000 to August 31, 2001.  A comparison of billed revenue recovery with actual costs will yield either an over-recovery or under-recovery of the ACA, Refund and Transition Costs.  Staff also performed an examination of Atmos’ gas purchasing practices to determine the prudence of the Company’s purchasing decisions. In addition, Staff conducted a reliability analysis including a review of estimated peak day requirements and the capacity levels needed to meet those requirements.  

Atmos separates its Missouri gas operations into the following districts: SEMO (Southeast Missouri), Kirksville and Butler.  The SEMO, Kirksville and Butler districts serve approximately 37,200 customers, 6,200 customers, and 4,000 customers, respectively.  For purposes of the reliability review, Atmos separates its Missouri gas operations into the following service areas:  Butler/Panhandle Eastern Pipe Line (PEPL), Kirksville/ANR, Jackson/Natural Gas Pipeline (NGPL), Piedmont/Mississippi River Transmission (MRT), and the Southeast Missouri Integrated system consisting of Texas Eastern Pipeline (TETC), Ozark Gas Transmission and Arkansas Western Pipeline.   

LIQUIFIED NATURAL GAS SERVICES

During the course of Staff’s review in the 1999-2000 and 2000-2001 ACA, the Staff observed that the Company inappropriately included certain expenses for Liquefied Natural Gas (LNG) services.  These costs are being recovered twice by Atmos, in base rates and in the PGA; therefore, these costs should be removed from the PGA.  These costs are paid by Atmos to ANG for a peaking service negotiated during the sale of ANG assets to Atmos.  The Company has agreed to remove these costs from the ACA balance.  For the SEMO district, Staff’s adjustments reduce gas costs for the firm ACA balance by $354,012 and interruptible ACA balance by $69,762, for a total of $423,774. (During the 1999-2000 ACA review, the adjustments reduced gas costs for the firm ACA balance   by $83,778 and the interruptible ACA balance by $31,592, for a total adjustment of $115,370.) 

REVENUES 

The Staff, during its review of Atmos’ 2000-2001 ACA filing, made several revenue adjustments to the Company’s ACA balance for customers on the SEMO and Kirksville districts.  In November 2000, a billing error occurred when the Company mistakenly billed an interruptible commercial customer on the Kirksville district as a transportation customer.  As a result, the PGA rate difference between the transportation and interruptible commercial customer class resulted in revenues being understated for the interruptible sales customers. Staff, therefore, proposes to increase the Company’s revenue recovery by $99,314 for interruptible sales customers to correct for the billing error on the Kirksville district.  

During the period of February 2001 to August 2001, the Company initially included transition costs recovered from its transportation customers in its cost recovery for the firm and interruptible sales customers in its Kirksville district.  The Company provided a line item adjustment in its filing to include the removal of those costs.  In the process, the Company mistakenly removed the transition costs twice.  In order to properly reflect those costs, Staff proposes to increase revenue recovery by $1,914, ($1,478 for firm sales customers and $436 for interruptible sales customers). In addition, Staff proposes that miscellaneous revenue adjustments of $484 ($371 firm and $113 interruptible) should also be increased. This adjustment was made to reflect the proper revenues consistent with the Company’s billing system. In summary, Staff proposes to increase revenue recovery by $1,849 ($1,478 + $371) for firm sales customers and $549 ($436 + $113) for interruptible sales customers on the Kirksville district. 

During the month of April 2001 the Company did not include the proper billing adjustments on their revenue report for the SEMO firm and interruptible customers (the March 2001 billing adjustments were included instead of the April 2001 billing adjustments).  This correction was not included in the Company’s ACA filing in November 2001.  Staff proposes to reduce the revenue recovery for SEMO firm customers by $21,030 and interruptible customers by $100,918, for a total revenue reduction of $121,948.  

DCCB ADJUSTMENT

The Staff, during its audit of Atmos’ 1999-2000 ACA filing, discovered that Atmos did not include any Deferred Carrying Cost Balance (DCCB) interest in its filing. Atmos’ PGA tariffs specify that DCCB interest must be calculated on a month-ending cumulative basis for each month of the ACA period.  As a result, when the cumulative balance exceeds an amount equal to 10% of the average annual level of gas costs for the three most recent ACA periods, an adjustment is required. Staff proposes the following: (1) $44,638 adjustment to the SEMO district’s firm customer ACA balance to reflect interest due to the customer; (2) $4,936 adjustment to the SEMO district’s interruptible customer ACA balance to reflect interest due to the Company; (3) $16,155 adjustment to the Butler district’s firm customer ACA balance to reflect interest due to the customer; (4) $764 adjustment to the Butler district’s interruptible customer ACA balance to reflect interest due to the customer; (5) $40,916 adjustment to the Kirksville district’s firm customer ACA balance to reflect interest due to the customer; (6) $4,274 adjustment to the Kirksville district’s interruptible customer ACA balance to reflect interest due to the customer. 

REFUNDS

Staff’s review of the Company’s refund activity indicated that all three districts had an under-recovery balance in their refund account for the 12 months ended August 31, 2001.  During the 2000-2001 ACA period, the Company incorrectly included rates in their refund accounts that further increased the already existing under-recovery balances.  Staff revised the refund balances for all three districts using the proper refund factors.  Staff’s adjusted refund balances are included in the table contained in the “Recommendations” section of this ACA recommendation. 

Staff believes that the Company should adopt the refund balances proposed by Staff as of August 31, 2001.  In addition, Staff proposes that the refund account balances be included in the Company’s 2001-2002 ACA balance in each district (firm and interruptible) in order to eliminate the refund balances that exist.  

AGENCY FEES
Atmos’ contract agreement with Mississippi River Transmission (MRT) Energy Resources includes services provided under an agency agreement.  As compensation for services provided, Atmos pays a monthly agency fee to MRT Energy Resources that is based on volumes delivered to Atmos.

The Company’s tariffs do not allow for recovery of fees related to agency agreements.  The Staff views agency fees as more closely related to consulting services that are typically reviewed in a general rate case.  As a result, Staff proposes an adjustment to reduce the SEMO district gas costs by $5,462 ($4,886 firm and $576 interruptible).

OVERRUN GAS

Staff’s review of the Company’s storage and transportation activity on ANR pipeline (Kirksville district) indicate that overrun charges occurred during the period of October 2000 to April 2001 because the Company did not meet the requirements of ANR’s tolerance level.  The Staff believes that Atmos customers should not be responsible for excessive charges incurred by the Company’s inability to take corrective action.  The Company indicated that corrective action was subsequently made and no similar occurrences resulted during the period.  Staff proposes that gas costs on the Kirksville district be reduced for the Company’s firm customers by $5,500 and interruptible customers by $2,697, for a total reduction of $8,197.

STORAGE

Staff has reviewed the activity (injections and withdrawals) of Company’s storage inventory with Texas Eastern Pipeline (TETCO), Natural Gas Pipeline (NGPL), and MRT on the Company’s SEMO district, with Panhandle Eastern Pipeline (PEPL) on the Butler district, and with ANR on the Kirksville district.  Based on its review, Staff adjusted the Company’s storage inventory schedule for TETC and NGPL on the SEMO district and for ANR on the Kirksville district. Staff’s adjustments were attributed to pricing and volumes changes in the storage inventory schedules.

Staff proposes to increase the cost of gas on Kirksville district (ANR) by $12,814 ($15,594-$2,780) based on an overall decrease in storage injection costs.  On TETC, Staff proposes to increase the cost of gas by $88,667 due to an increase in storage withdrawals and to reduce the cost of gas by $134,391 due to an increase in storage injection costs.  The net effect on TETC reduces the cost of gas by $45,724 ($134,391-$88,667).  Finally, on the NGPL pipeline, Staff proposes to increase the cost of gas by $120 due to an increase in storage withdrawals and to reduce the cost of gas by $15,402 ($15,279+$123) due to an increase in storage injection costs. The net effect on NGPL is to reduce the cost of gas by $15,282 ($15,402-$120).

Staff proposes to increase the overall cost of gas on the Kirksville district by $12,814.  This impacts firm sales customers by $9,824 (76.67%), and interruptible sales customers by $2,990 (23.33%).  For the SEMO district (TETC and NGPL), Staff proposes to reduce the overall cost of gas by $61,006. This impacts firm sales customers by $54,773 (89.78%) and interruptible sales customers by $6,233 (10.22%).  If Staff’s storage adjustments are accepted in this filing, Staff requests that its revised storage inventory schedules are adopted as well.

PURCHASING PRACTICES – GENERAL

The Staff believes that a fully documented nomination process, the process for determining and ordering required natural gas, is critical for a reasonable gas procurement plan. The nomination process includes, but may not be limited to, the interaction between short-term weather forecasts, pricing information, nomination deadlines, demand forecasts, end-user analysis, required storage targets, actual storage balances, storage telemetry information, existing gas supply contracts and constraints, and first-of-the-month flowing gas prices versus daily gas market prices. These variables should be considered, at least implicitly, in spreadsheet summaries containing the various inputs that eventually result in the determination of the amount of flowing supply to nominate. The Staff recommends that the nomination process be fully documented. 

PURCHASING PRACTICES – SOUTHEAST MISSOURI INTEGRATED

In the review of Company purchasing practices for the Southeast Missouri Integrated service area, the Staff reviewed the Company’s decisions regarding flowing supplies and storage withdrawals. 

The Staff believes that it is reasonable to expect Atmos to hedge a minimum level of its natural gas purchases for the winter months of the ACA period.  The Staff believes 30% of normal requirements, as a minimum level of hedging for each month during the period of November 2000 through March 2001, is reasonable.  Normal requirements are the amount of storage withdrawals and purchases the Company needs to make on a monthly basis in order to meet its demand based upon normal weather. The 30% of normal requirements minimum should not be viewed either as an optimal level or as precedent for future hedging levels, but only as a minimum level that was reasonable and attainable for the winter of 2000-2001.  The Staff compared the Company’s monthly planned hedged volumes with the monthly 30% of normal requirements.  The hedged volumes include storage and fixed price purchases.  The Company plan met the 30% threshold for November 2000 through March 2001.  

In addition, Staff reviewed Atmos’ actual use of the hedged volumes from its storage resources during the winter of 2000-2001. Storage is an integral part of this Company’s hedging efforts and must be considered when the hedging plan is developed and implemented. The Company’s level of storage withdrawals are affected by the planned level of flowing supplies.  Flowing supply means gas that is purchased for current consumption and not taken from storage. 

Given the information available to the Company when decisions were made regarding flowing volumes and storage withdrawals for November 2000 through March 2001, Staff believes that Atmos relied too heavily on flowing supplies in January 2001.  Staff believes that Atmos could have reasonably avoided much of its customers’ exposure to the higher flowing gas costs in January 2001 by following a reasonable approach for planned flowing gas and storage withdrawals for that month. Absent detailed information from the Company on changes to its short-term plan for meeting natural gas requirements for the winter months of November 2000 to March 2001, Staff evaluated the Company’s actual use of flowing supply, storage gas, and LNG to meet actual requirements, compared to the original plan as modified by revisions Staff would have expected the Company to make. This evaluation of the Company plan and the actual weather for the 2000-2001 winter shows that the largest concern is for the January 2001 storage injections and withdrawals.  Staff’s review shows Atmos’ decisions for flowing gas and storage withdrawals had an unfavorable economic impact upon customers on purchased gas costs in the amount of $1,309,540 to $1,315,404. Therefore, the Staff proposes to reduce gas costs by $1,309,540.
RELIABILITY ANALYSIS
To assure that sufficient capacity, but not excess capacity, is available to meet firm customer peak day capacity and natural gas supply requirements, Staff conducts a reliability analysis.  The objective is to assure that a company has adequate capacity to provide natural gas to its firm customers on even the coldest days, without maintaining excess capacity that would cost consumers money without any related benefit.  

Staff has the following comments and concerns regarding the Company’s reliability analysis and reserve margins for the five service areas.

A. All service areas
The Company recommends that the baseload and heatload factors from the previous ACA review, Case No. GR-2000-573, continue to be used, since it is believed that the baseload and heatload factors from the GR-2001-396 review may not be representative of normal customer usage because of the high prices in 2000-2001. Staff accepts this rationale, but for a peak day usage estimate, Staff recommends selection of a colder peak day as noted below for each service area.  

B. Butler/Panhandle Eastern Pipe Line
1. In the GR-2000-573 review, the Company submitted two-peak day estimates – one using 80 HDD for the 28-year coldest day, and one using 72 HDD. Staff believes the use of 80 HDD is more appropriate for a peak day estimate.

2. In the response to Staff Data Request No. 16, the Company adds usage for industrial customers beginning in 2002-2003 but supporting information is not provided. Support for this assumption needs to be provided in future ACA reviews.

3. The 2000-2001-reserve margin of 37.7% for a peak cold day of 80 HDD is high. However there are no fixed reservation charges on this transportation capacity, so no adjustment is proposed. 

4. Staff is concerned that the Company has more storage deliverability and supply deliverability than needed on a peak cold day and this supply deliverability has fixed demand charges.   Customers are therefore paying for this demand even when it is not used.  Staff’s review shows the Company had more volume with demand charges than needed on even a peak cold day and thus Staff proposes disallowance of excess demand charges of $12,296.  

5. Since there has been a large change in the estimated usage since the Atmos acquisition of this service area, it is recommended that the Company continue to evaluate whether the estimated baseload and heatload factors need to be revised. 
C. Kirksville/ANR Pipeline
1. In the GR-2000-573 review, the Company submitted two peak-day estimates – one using 80 HDD for the 30-year coldest day, and one using 75 HDD. Staff believes the use of 80 HDD is more appropriate for a peak day estimate.
2. The 2000-2001-reserve margin of 25.2% for a peak cold day of 80 HDD is high. However, the previous Associated Natural Gas Company (ANG) estimate of usage was much higher and the transportation contracts do not expire until 10/31/08 and 3/31/09. The Company states that it will evaluate and realign the capacity levels of transportation contracts and storage contracts prior to expiration.  It is recommended that the Company provide documentation of efforts and results to release excess capacity for this service area. 
3. Since there has been a large change in the estimated usage since the Atmos acquisition of this service area, it is recommended that the Company continue to evaluate whether the estimated baseload and heatload factors need to be revised. 

D. Jackson/Natural Gas Pipeline
1. In the GR-2000-573 review, the Company submitted two peak-day estimates – one using 69 HDD for the 30-year coldest day, and one using 65 HDD. Staff believes the use of 69 HDD is more appropriate for a peak day estimate, or Staff would accept 67 HDD from the Staff review of the 30-year coldest day for Southeast Missouri.
2. The 2000-2001-reserve margin of 13.2% - 16.4% for a peak cold day of 67-69 HDD is high.
3. Staff has concerns about assumptions used by the Company for reduced capacity because of one of the storage contracts.  
a. A review of this contract shows a minimum and maximum monthly withdrawal as a percentage of the maximum storage volume (MSV), but it allows 100% of the maximum daily withdrawal quantity (MDWQ) for November 1 to February 15.  The Company previously showed the MDWQ of 2,530 for a peak day, but now uses 1,898 for peak day withdrawal; the Company states that withdrawal for the storage contract ratchets down to 75% or 1,898 MMBtu/day. So the Company response to the GR-2000-573 Staff Recommendation shows capacity of 10,175 MMbtu, compared to other information showing capacity of 10,807 MMbtu. The Company does not consistently show this reduced amount in its reserve margin documentation. Staff review of this storage contract shows that reduced withdrawal only happens because of inventory levels between October 15 and November 15; the Company must have the inventory filled to at least 95% of maximum some time between these two dates; if the inventory is below 95%, but greater than or equal to 90%, the MDWQ at each delivery point is reduced to 75% of the maximum (reduced to 1,898 MMbtu/day).  Since this is part of the contract constraints, the Company should explain why it wouldn’t have policies and procedures in place to assure that the 95% requirement is met. It is recommended that the Company provide a more thorough explanation for planning on the reduced withdrawal from storage for a peak day.

b. The Company states that NGPL has very stringent penalty language for over-pulling storage capacity, so the Company continued all of the FTS capacity formerly maintained by ANG to allow available firm capacity for extended cold periods. Since Company decisions on contract changes would have been made in November 2000, or earlier, for November 2001 and forward, the appropriate ACA review period for any adjustment is the next one (2001-2002). 

c. Since the Company shows excess reserve margin for this service area, Staff recommends that the Company more fully explain information considered by the Company in arriving at its decisions to extend these contracts for an additional three years (11/30/01 - 11/30/04) and not change the maximum daily quantity (MDQ) levels. 

E. Piedmont/MRT
1. In the GR-2000-573 review, the Company submitted two peak-day estimates – one using 69 HDD for the 30-year coldest day, and one using 65 HDD.  Staff believes the use of 69 HDD is more appropriate for a peak day estimate, or Staff would accept 67 HDD from the Staff review of the 30-year coldest day for Southeast Missouri.
2. In the response to Staff Data Request No. 16, the Company adds usage for industrial customers beginning in 2002-2003, but supporting information is not provided. Support for this assumption needs to be provided in future ACA reviews.
3. The 2000-2001 reserve margin of 29.1% - 32.7% for a peak cold day of 67 - 69 HDD is high. Even though the transportation charge for the SCT transportation contract is only for the volumes transported, the Company also has a contract for delivered supply. The “transportation only” contracts do not expire until 10/31/04, but the contract for the delivered supply was extended with a term of 11/1/00 – 3/15/01. In the GR-2000-573 review, it was Staff’s understanding that this contract would not be extended for the 2000-2001 winter. The Company did not include the volumes from this delivered supply contract in its numbers for capacity in either the DR16 response or in the Company’s response to the GR-2000-573 Staff Recommendation.  There is a demand charge on this delivered supply. 
4. Staff review of invoices shows demand charges for MRT Energy for every month in the ACA period, September 2000 to August 2001.  Staff is concerned that the Company has more storage deliverability and supply deliverability than needed on a peak cold day and this supply deliverability has fixed demand charges.   Customers are therefore paying for this demand even when it is not used.   Staff review shows excess demand charges of $20,824.  This proposed disallowance also addresses Staff’s concern about excess reserve margin for the 2000-2001 ACA period, since the proposed disallowance pertains to a contract with delivered supply. The Company states that the contract with MRT Energy Services for delivered supply of 700 MMBtu/day was not continued in 2001-2002. If that is the case, Staff’s concern will be limited to the 2000-2001 ACA period.  Elimination of this capacity would lower the reserve margin in 2001-2002, but capacity would still need to be evaluated prior to expiration of the remaining MRT transportation contracts.

F. Southeast Missouri Integrated
1. In the GR-2000-573 review, the Company submitted two peak-day estimates – one using 72 HDD for the 30-year coldest day, and one using 68 HDD.  Staff believes the use of 72 HDD is more appropriate for a peak day estimate.
2. In the GR-2001-396 Company peak day summary and the comparison of actual usage to estimated use, the Company uses the baseload factor from the regression analysis of the 2/99 - 2/01 data, but then uses the heatload factor from the previous year regression analysis (Case No. GR-2000-573). The demand estimate in the response to Data Request No. 16 also appears to do this. Staff cannot accept a heatload factor from one set of data and a baseload factor from another set of data because the heatload is calculated given the calculated baseload factor of that review.  In other words, the heatload factor would change if the baseload factor were to change.
3. The Company response to GR-2000-573 Staff Recommendation states that the reserve margin of 19% for 2000-2001 appears to be high and Staff agrees with this comment. One of the Company’s reasons for this high reserve margin is that it provides reliability in the event of extended cold periods when LNG peaking is reduced. Additional information is needed to support this claim. It is recommended that the Company explain further why the LNG capacity would be reduced and how this impacted the Company decision to extend the Ozark transportation contract for one year from 10/31/01 –10/31/02 and to extend it at the current MDQ level.

4. There is a large shift in expected peak day usage from the review of usage data in Case No. GR-2000-573 and usage data in this case.  Staff recommends that the Company continue to provide updates of usage analysis, with any revised baseload and heatload factors.
5. The Company assumes withdrawal of 7,970 MMbtu from the storage contract for a peak day, but Staff assumes 9,637 MMbtu. Therefore, the Company uses a lower capacity than Staff for a peak day. However, the storage withdrawal does not reduce to 7,970 MMbtu until storage inventory falls to 18.8% (81.2% of inventory capacity has been withdrawn).  Therefore, Staff does not accept the Company rationale for the reduced capacity.
6. The Company plans on using 95% of the storage inventory for normal usage requirements. However, storage was only filled to 86.7% at the start of the 2000-2001winter season. 
SUMMARY
1. The Staff proposes the following gas cost adjustments: 

Liquefied Natural Gas Services - SEMO ($354,012) firm sales and ($69,762) interruptible sales.

Revenues – Kirksville ($1,849) firm sales and ($99,863) interruptible sales.

SEMO $21,030 firm sales and $100,918 for interruptible sales.

DCCB Adjustment – SEMO ($44,638) firm sales and $4,936 interruptible sales.

Butler– ($16,155) firm sales and ($764) interruptible sales.

Kirksville – ($40,916) firm sales and ($4,274) interruptible sales.

Refunds - Adjustments included in the “Recommendation” section.

Agency Fees –  SEMO ($4,886) firm sales and ($576) interruptible sales.

Over-Run Gas – Kirksville ($5,500) firm sales and ($2,697) interruptible sales.

Storage – SEMO ($54,773) firm sales and ($6,233) interruptible sales.

Kirksville $9,824 firm sales and $2,990 interruptible sales.

Purchasing Practices - SEMO ($1,309,540), for the Southeast Missouri Integrated service area, to reflect the economic impact of Atmos’ plans for flowing gas and storage withdrawals during this ACA period.  This is split between firm sales customers ($1,279,290), or 96.95% and interruptible sales customers ($30,250), or 2.31%.

Reliability - Butler ($12,296) and Piedmont ($20,824) (part of SEMO) for demand charges on natural gas deliverability that exceeds peak day requirements.  This impacts firm sales customers on Butler district by ($12,044), or 97.95%, and interruptible sales customers by ($252), or 2.05%.  This impacts firm sales customers on Piedmont (part of SEMO) by ($20,189), or 69%, and interruptible sales customers by ($635), or 3.05%.
2. Staff recommends that updated documentation regarding the reliability information be submitted by February 3, 2003.  
RECOMMENDATIONS

The Staff recommends the Commission issue an order requiring Atmos to:

1. Adjust the ACA account balances in its next ACA filing to reflect the following Staff adjustments and to reflect the (over)/under recovered ACA, Transition Cost and Refund balances in the third column of the table below: 

	

	Balance per

Atmos Filing
	Staff Adjustments1
	Ending 

Balances

	SEMO district:

     Firm ACA 
	$ 1,576,496
	$ (1,788,330)
	($211,834) 

	     Interruptible ACA
	$ 296,191
	($ 107,153)
	$ 189,038

	     Firm Refund
	$ 13,205
	$108
	$ 13,313

	     Interruptible Refund
	$ 1,972
	($76)
	$ 1,896

	     Transportation transition cost
	($26,764)
	$ 0
	($26,764) 

	Kirksville district:

     Firm ACA
	$ 210,018
	($38,441) 
	$ 171,577

	     Interruptible ACA
	$ 68,498
	($ 102,555)
	($34,057) 

	     Firm Refund
	$ 35,668
	($13,615)
	$ 22,053

	     Interruptible Refund
	$ 12,199
	($6,014)
	$ 6,185

	     Transportation transition cost
	($604) 
	$ 0
	($ 604)

	Butler district:

     Firm ACA
	$ 60,644
	($28,199)
	$ 32,445

	     Interruptible ACA
	$ 722
	$527
	$1,249 

	     Firm Refund
	$3,019
	($1,063) 
	$ 1,956

	     Interruptible Refund
	$ 1,194
	($143)
	$ 1,051


1Includes Staff adjustments per the revised ACA recommendation, Case No. GR‑2000‑573. This revised ACA recommendation was filed on February 15, 2002. Note: Ending Refund balances do not reflect interest.
2. By January 1, 2003, submit a copy of the Company’s policies and procedures for those responsible for nominating natural gas, and include the information from the “Purchasing Practices – General” section above. 

3. Take the following actions related to the Company’s reliability analysis by February 3, 2003:

a. Estimate peak day needs for the 2001-2002 ACA period and two to three years beyond that for each service area using the higher heating degree day (HDD) for the peak cold day estimate, as addressed in Staff’s comments in the “Reliability Analysis” section. 

b. Reevaluate the Company’s baseload and heatload factors for each service area. Submit the details of this reevaluation and the impact on the peak day usage estimates. 

c. Provide documentation of efforts to release excess capacity for the Kirksville service area for the 2001-2002 ACA period, as well as the results of those efforts.

d. Respond to Staff’s concerns in the “Reliability Analysis” section concerning the Company assumptions for the Jackson/NGPL system related to capacity because of reduced storage deliverability.
e. Respond to Staff’s concerns in the “Reliability Analysis” section concerning the Company’s use of baseload factors obtained from one analysis and heatload factors obtained from another analysis to estimate usage for the Southeast Missouri Integrated system.

f. Respond to Staff’s concerns in the “Reliability Analysis” section concerning the Company assumptions for the Southeast Missouri Integrated system related to capacity because of reduced LNG capacity.
g. Respond to Staff’s concerns in the “Reliability Analysis” section concerning the Company assumptions for the Southeast Missouri Integrated system related to the storage contract deliverability.
h. For each service area, provide estimates of the reserve margin for the 2001-2002 ACA period and for two to three years beyond that.  Explain the rationale for the reserve margin for each system for each of these years. 
4. File a written response to the above three recommendations pursuant to the procedural schedule.  

Appendix A


