




                                    STATE OF MISSOURI

PUBLIC SERVICE COMMISSION


At a session of the Public Service Commission held at its office in Jefferson City on the 19th day of August, 2003.

In the Matter of Southern Missouri Gas Company’s 
)

Purchased Gas Adjustment Factors to be Reviewed
)
Case No. GR-2002-440
In Its 2001-2002 Actual Cost Adjustment

)

ORDER REQUIRING ADJUSTMENT OF ACA BALANCE AND REQUIRING ACTIONS RELATED TO THE COMPANY’S RELIABILITY ANALYSIS

This case was opened for the purpose of receiving the 2000-2001 Actual Cost Adjustment (ACA) filing of Southern Missouri Gas Company.  On May 22, 2003, the Staff of the Public Service Commission filed a recommendation and memorandum indicating that it has reviewed the 2001-2002 Actual Cost Adjustment (ACA) filing of Southern Missouri.  Staff indicated that it audited the billed revenues and actual gas costs for the period of September 1, 2001 to August 31, 2002, included in Southern Missouri’s computation of the ACA rate.  Staff also conducted a reliability analysis for Southern Missouri. 

Staff filed two sets of recommendations.  Staff indicated that the first set of recommendations should be applied if the Commission found in Staff’s favor in GR-2001-388, the case established to consider Southern Missouri’s 1999-2000 and 2000-2001 ACA filings.  Staff included a second set of recommendations to be applied if the Commission found in favor of Southern Missouri in that case.  On May 27, the Commission ordered

Southern Missouri to respond to Staff’s recommendations thirty days after the effective date of the Commission’s report and order in GR-2001-388.

In GR-2001-388, Staff challenged Southern Missouri’s provision of natural gas to certain large customers through a category of service known as Transportation Service – Internal.  Staff contended that this service was not permitted under Southern Missouri’s tariff and proposed to decrease Southern Missouri’s ACA balance to include revenues that Southern Missouri would have obtained if it had complied with its tariff.  Staff’s proposed adjustment for those earlier ACA periods would have required further adjustments in the 2001-2002 ACA period. 

On July 1, the Commission issued a Report and Order in GR-2001-388 in which it rejected the adjustments proposed by Staff.  That Report and Order became effective on July 11.  On July 2, Southern Missouri was directed to file its response to Staff’s recommendation no later than August 10.  Southern Missouri filed its response to Staff’s recommendation on July 30.

In its response, Southern Missouri indicated that it accepts Staff’s alternate recommendations and resulting balances, made applicable when the Commission rejected Staff’s proposed adjustments in GR-2001-388.  More than ten days have passed since Southern Missouri accepted Staff’s recommendations and Staff has not filed any further response.  The Office of the Public Counsel, although a party to this case, has not participated or filed any pleadings.

Staff’s proposed adjustments would increase a refunds balance and require Southern Missouri to take certain actions regarding its reliability analysis.  Staff and Southern Missouri agree upon the adjustments and actions proposed by Staff and those adjustments and actions appear to be reasonable.  

IT IS THEREFORE ORDERED:
1.
That Southern Missouri Gas Company shall adjust the refunds beginning balance at August 31, 2001, by $61,764 to reimburse Southern Missouri Gas Company for a $62,345 refund it received in January 2000, net of accrued interest, related to Gas Supply Realignment Costs that was refunded to its customers for which costs were not reflected in the ACA audit process.

2.
That Southern Missouri Gas Company shall take the following actions related to its reliability analysis by October 1, 2003:

a. Submit an updated reliability report showing the estimated demand and capacity to meet peak day requirements for the 2002-2003, 2003/2004 and 2004/2005 ACA periods and use the peak heating degree day estimate of 72 HDD in calculating peak day requirements; 

b. Provide supporting detail in the updated reliability report for the customer numbers chosen for the peak day estimates;

Provide supporting information in the updated reliability report for how the baseload and heatload factors are calculated for the three customer types of optional, residential, and general.  Additionally, for the large general and large volume customers explain how the estimated usage was determined for each of these customers.  If a regression analysis of monthly data is used, it is recommended that Southern Missouri Gas Company

c. analyze two to three years of data so that a sufficient number of data points are included in the analysis.

d.
Submit to Staff an updated summary of actual usage, actual HDD and customer counts for five or more recent cold days.  Compare the usage on the actual cold days to the usage estimated by Southern Missouri Gas Company’s forecasting model for those days. Include a calculation of the percent over (under) estimation by the forecasting model. List firm and interruptible volumes separately or show how the model treats them.  Provide an explanation when the modeled usage does not reasonably agree with the actual usage.  If the model is re-evaluated based on these findings, please provide details of the re-evaluation.

e.
In the updated reliability report, provide an estimate of the reserve margin for the 2002-2003 ACA period and for three years beyond that.  Explain the rationale for the reserve margin for each of these years.  For any negative reserve margin shown, provide an explanation of the firm transportation capacity that will be used to meet demand requirements beyond the firm contract maximum daily quantities.  For any shortfall of capacity, provide details about the actions Southern Missouri Gas Company will take for firm residential, commercial, and large volume customers whose demand will not be met should a peak day recur.  Submit an economic analysis comparing the cost of additional firm capacity to the cost of the penalties for exceeding the contract maximum daily quantities by the amount of the negative reserve quantity.  Also provide an economic analysis of any other options to be used by Southern Missouri Gas Company for minimizing the possibility of interruption of natural gas service to firm customers.  

3. That this order shall become effective on August 29, 2003.

4. That this case may be closed on August 30, 2003.

BY THE COMMISSION

Dale Hardy Roberts

Secretary/Chief Regulatory Law Judge

(S E A L)

Simmons, Ch., Murray, Gaw, Forbis and Clayton, CC., concur

Woodruff, Senior Regulatory Law Judge
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