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Staff’s Suggestions in Support of Stipulation and Agreement


COMES NOW Staff of the Public Service Commission of Missouri, and for its suggestion in support of the Unanimous Stipulation and Agreement filed on March 24, 2004 in this case, states:

1. On August 1, 2003, Aquila filed tariffs seeking to increase revenues by $6,403,984 in its MPS North and South service areas; $1,418,328 in its Eastern System serving Rolla, Salem and adjacent areas; and $810,000, plus miscellaneous fee increases in its L&P service area.  In December, 2003, Aquila arranged a sale of its Eastern System to AmerenUE (presently being considered in Case No. GM-2004-0244), and rates for the Eastern System are no longer at issue in this case.

2. The Parties have agreed to an increase in revenue for Aquila’s MPS service areas of $2,600,000, which includes increases due to changes in miscellaneous charges.   The increase of $836,542 for the L&P service areas likewise includes the increases attributable to increased miscellaneous charges.  Staff’s audit of L&P supported an increase larger than the $810,000 for which Aquila had filed, which together with the miscellaneous revenues sought equals the $836,542 settlement figure.  The increase for the MPS service areas reflects Staff’s estimate of its litigation risk on the major issues of rate of return, depreciation, as well as the other issues in the case.  

3. As part of the settlement Aquila agreed to report quality of service data to the Staff and Public Counsel.  This information is important to Staff for monitoring Aquila’s customer service while the Company addresses its financial difficulties.

4. The settlement requires Aquila for purposes of depreciation to use Staff’s average service lives and depreciation rates, which do not contain a component for cost of removal and salvage.  The settlement also calls for Aquila to expense up to stated amounts for net cost of removal, with any differing amounts charged to its accumulated reserve for depreciation.  

5.  Attachment A to the Stipulation, the illustrative tariff sheets, has several features that are notable:

a) Currently, Aquila’s natural gas customers are currently served under two separate tariffs, one for Aquila’s MPS customers and one for Aquila’s L&P customers.  The illustrative tariffs would continue to have separate customer and energy charges for these two groups of customers but will consolidate many of the tariffed rules, regulations, and miscellaneous charges.

b) The customer and energy charges were designed so that each customer class will receive an equal share of the revenue increase collected from margin rates.  

c)  MPS’s Eastern District customers’ customer and energy charges will not change.  This is discussed further in the explanation of how this Stipulation relates to Case No. GM‑2004‑0244. 

d) The Residential rates were designed so that, to the extent possible, all residential customers would receive the same percentage increase in their total bill.  In this case, the total bill not only includes the customer and energy charges that will be determined in this proceeding but also include the cost of natural gas which is commonly referred to as the PGA costs (Purchased Gas Adjustment costs).

e) For Aquila-MPS’s residential customers, the new rates will increase the Residential customer charge from $9.00 to $9.50.  The impact for the average residential customer is shown as Attachment A to this document.

f) For MPS-L&P residential customers, a single set of rates was developed.  Currently, these customers have the same energy charge but have different customer charges, either $6.66 or $5.65 however, Staff maintains that there is no basis for different customer charges within the Aquila-L&P district.  The Stipulation proposes to increase the Residential customer charge to $7.00 for all Aquila-L&P residential customers.  Since there are currently two distinct rates for Aquila-L&P residential customers, the impact for the average residential customer is shown as Attachments A to this document.

g) For Aquila’s commercial and industrial customers, the new tariff classes that were proposed by the Company should allow for rates that more accurately reflect the cost to serve these customers by creating rate classes that group customers with similar characteristics.  These new customer classes together with the Company’s commitment to develop divisional class cost of service studies for its next rate case should also provide more information about proper rate levels for these customers in the future.  The settlement resolved computation of late payment charges, interest on customer deposits, special meter reading charges, collection charges, and other miscellaneous charges for gas service on terms that Staff supports.

6.  The settlement provides funding for implementation of experimental programs to assist low-income customers.  The settlement funds two weatherization programs for the Department of Natural Resources, as well as a combination low-income bill credit/weatherization program for the Sedalia area.

7. The settlement binds Aquila to respond to inquiries from the Commission’s Consumer Services Department within three business days generally, but within 24 hours on matters involving interruption of service.

8. Aquila agrees not to make an ISRS filing prior to the effective date of its next natural gas rate case.

9. Aquila agrees that in future rate cases it will not seek a cost of capital higher than a group of comparable gas companies with an investment grade rating.  This condition is intended to prevent Aquila from attempting to argue that it is incurring a higher cost of capital than an investment grade utility for its Missouri divisions because of Missouri regulation.   

10. The terms of the Stipulation and Agreement were agreed upon by all Parties to this case, each of whom had interests distinct and different from the others.  Staff believes that the agreement of the divers and diverse parties is itself evidence of reasonableness.

11. Staff believes that the reasons stated above provide ample support that the settlement filed in this case is reasonable, and that the Commission should therefore approve the Stipulation and Agreement.
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