               STATE OF MISSOURI

                                                       PUBLIC SERVICE COMMISSION

At a session of the Public Service Commission held at its office in Jefferson City on the 14th day of November, 2003.

In the Matter of Aquila Inc. d/b/a 
)

Aquila Networks – Missouri Public Services’  
)
Case No. GR-2003-0311
Purchased Gas Factors to be Reviewed
)
Tariff No. YG-2004-0621

in its 2002-2003 Actual Cost Adjustment
)

ORDER APPROVING INTERIM RATES 


On November 3, 2003, Aquila, Inc. d/b/a Aquila Networks – Missouri Public Service filed tariff sheets to reflect changes in its Purchased Gas Adjustment (PGA) factors as the result of estimated changes in the cost of natural gas for the upcoming winter season.  

The tariff changes will result in rate adjustments in each of Aquila Networks – MPS’ service areas.  

· For the Southern System – serving communities such as Sedalia and Clinton – the net PGA factor will decrease to $0.64646 per Ccf from the current firm PGA factor of $0.79527 per Ccf.

· For the Northern System – serving communities such as Chillicothe and Trenton – the net PGA factor will decrease to $0.69065 per Ccf from the current firm PGA factor of $0.82004 per Ccf.  

· For the Eastern System – serving communities such as Rolla and Owensville – the net PGA factor will increase to $1.11849 per Ccf from the current firm PGA factor of $0.91868 per Ccf.  

On November 7, the Staff of the Missouri Public Service Commission filed its Memorandum and Recommendation.  Staff noted that, because Aquila Networks – MPS’ PGA clause allows for PGA change filings to take effect on ten days’ notice, good cause has been shown pursuant to Section 393.140 (11), RSMo 2000, to permit the tariff to become effective on less than thirty days’ notice.  Staff also recommended that the rates be interim, subject to refund.  

The Commission questioned why the PGA factor for the Eastern System was significantly higher than the PGA factor for the Southern and Northern Systems.  The Commission also questioned why the PGA factor for the Eastern System had substantially increased while the PGA factors for the Southern and Northern Systems had substantially decreased.  In order to obtain answers to these questions, the Commission, on November 13, directed its Staff to file a supplemental recommendation by 9:00 a.m. on November 14.  The Commission also indicated that any other party that wished to respond to the Commission’s questions could do so at the same time. 

Staff filed a supplemental recommendation in a timely fashion.  Staff indicated that Aquila Networks – MPS’s Eastern System receives its gas supply through an intrastate pipeline – Missouri Pipeline Company and Missouri Gas Company – that takes gas from an interstate pipeline company – Panhandle Eastern Pipe Line Company (PEPL).  The Southern and Northern Systems are able to take their gas supplies directly from an interstate pipeline.  As a result, Aquila’s Networks – MPS must pay significantly higher transportation charges to receive its gas supply.  The extra transportation charges are the reason that the PGA factor for the Eastern System is higher than the PGA factor for the other systems.

Staff further explained that the PGA factor for the Eastern System had increased while the PGA factor for the other systems had decreased because Aquila Networks – MPS had underestimated the cost of gas in its spring PGA filing.  As a result it had under-recovered the cost of gas during the summer months.  Aquila Networks – MPS was able to use gas from storage to make up for  that under-recovery in its Southern and Northern Systems but the Eastern System has no storage capacity.  As a result, the under-recovery of gas costs in the Eastern System must be made up under the winter PGA filing.  

Aquila Networks – MPS also filed a timely response to the Commission’s order directing filing.  Aquila Networks – MPS repeated Staff’s explanation for the increased transportation costs on the Eastern System.  It also emphasized that its calculation of the PGA rate is based on its approved tariffs.  Failure to approve the tariff revisions would increase Aquila Networks – MPS’ under-recovery of gas costs and would require its customers to pay still higher gas costs in the future.  Aquila Networks – MPS indicated that the Commission’s approval of this tariff only establishes interim rates and does not preclude future disallowances if the Commission later determines that Aquila Networks – MPS acted imprudently.  

The Commission has reviewed the proposed tariff sheets and Staff’s Memorandum and Recommendation, as well as the supplemental recommendations filed by Staff and by Aquila Networks – MPS.  The Commission finds that the tariff sheets conform to Aquila Networks – MPS’ Commission-approved PGA Clause.  After considering Staff's recommendation, and for good cause shown pursuant to Section 393.140(11), RSMo 2000, the Commission concludes that the proposed tariff sheets should be approved to become effective on and after the requested effective date of November 17, 2003, on an interim basis, subject to refund. 

IT IS THEREFORE ORDERED:

1. That the proposed tariff sheets filed on November 3, 2003, by Aquila, Inc. d/b/a Aquila Networks – Missouri Public Services are approved on an interim basis, subject to refund, for service rendered on and after November 17, 2003.  The tariff sheets approved are:

P.S.C. MO. No. 5
27th Revised Sheet No. 43, canceling 26th Revised Sheet No. 43

30th Revised Sheet No. 44, canceling 29th Revised Sheet No. 44

20th Revised Sheet No. 44.1, canceling 19th Revised Sheet No. 44.1

 

2.
That this order shall become effective on November 17, 2003.

BY THE COMMISSION

Dale Hardy Roberts

Secretary/Chief Regulatory Law Judge

(S E A L)

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

Simmons, C., dissents, dissenting opinion attached

Woodruff, Senior Regulatory Law Judge
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