

          STATE OF MISSOURI

     PUBLIC SERVICE COMMISSION


At a session of the Public Service Commission held at its office in Jefferson City on the 9th day of October, 2003.

In the Matter of Laclede Gas Company’s Verified

)

Application for Extension, with Modifications, of its 
)

Authority to Issue and Sell First Mortgage Bonds,  

)


Unsecured Debt and Authorized but Unissued 

)
Case No. GF-2004-0025
Common Stock in a Total Amount Not to Exceed 

)

$270 Million, Pursuant to a Universal Shelf Registration 
)

Statement

)

ORDER GRANTING APPLICATION


On July 9, 2003, Laclede Gas Company filed an application asking the Commission for an extension of its authority to issue and sell first mortgage bonds, unsecured debt and authorized but unissued common stock of the company in a total amount not to exceed $270 million, pursuant to a universal shelf registration statement.  Laclede indicated that the Commission initially granted it the authority to issue and sell $350 million in financial instruments in an order issued August 10, 2000, in Case No. GF-2000-843.  Laclede said that it has sold $80 million in bonds under the authority granted by the Commission but that the remaining $270 million authorized by the Commission has not been used.  Laclede would like to continue to have the authority to issue those financial instruments but indicated that the authority granted in GF-2000-843 would expire on September 1, 2003.  Therefore, Laclede requested that the authority granted in GF-2000-843 be extended for an additional three years. 

Along with its application, Laclede filed a motion asking Commission to expedite its consideration of the application and approve it with an order effective no later than August 31.  By approving the application before the authority granted in GF-2000-843 expired, the Commission would prevent a gap in Laclede’s authority to issue and sell additional debt.

On July 18, the Staff of the Commission filed a response to Laclede’s motion to expedite, indicating that it could not review Laclede’s application and submit a recommendation in time for the Commission to issue an order effective by August 31.  In reply to Staff’s response, Laclede requested that, if the Commission could not act on its application by August 31, the Commission extend the expiration of the authority granted Laclede in GF-2000-843 until it issued a final order on the application.  Staff agreed with this request and on August 19, the Commission issued an order extending Laclede’s existing authority to issue debt until October 31.

On September 12, Staff filed a Recommendation and Memorandum regarding Laclede’s application.  Staff recommended that the Commission approve Laclede’s application with certain conditions attached.  Specifically, Staff recommended that the conditions included in the order in GF-2000-843 be continued and that eleven new conditions be imposed.  

The conditions that Staff asked the Commission to carry over from GF-2000-843 are as follows:

1) That the interest rate on any fixed rate security issued shall not exceed 300 basis points over the U.S. Treasury rate for a comparable maturity, and the interest rate on any variable rate security issued shall not have an initial interest rate that exceeds 300 basis points over the U.S. Treasury rate for a comparable maturity. 

2) That nothing in this order shall be considered a finding of the Commission of the reasonableness of the expenditures herein involved, the value for ratemaking purposes of the properties herein involved, or as an acquiescence in the value placed upon said properties by Laclede Gas Company. Furthermore, the Commission reserves the right to consider the ratemaking treatment to be afforded these financing transactions, and their resulting cost of capital, in any later proceeding. 


The eleven new conditions recommended by Staff are as follows:

1. That the Company be authorized to issue and sell securities, and receive paid-in capital, pursuant to the terms and conditions described in the Application, in an aggregate amount not to exceed $270 million at any time, or from time to time, through October 31, 2006, and that the Company shall not be authorized to use any portion of the $270 million for any purpose other than for the exclusive benefit of Laclede Gas Company’s regulated operations, as such purposes are specified in Section 393.200, and not for other operations of The Laclede Group, Inc or any of its affiliates or unregulated activities.

2. That, if and when individual debt securities are issued under this Application, the Company will submit a verified report to the Commission’s Internal Accounting Department documenting such issuance, the use of any associated proceeds and the applicability and measure of fees under Section 386.300.2.

3. That the Company shall be required to file with the Commission all final terms and conditions on this financing including, but not limited to, the aggregate principal amount to be sold or borrowed, price information, estimated expenses, portion subject to the fee schedule and loan or indenture agreement concerning each issuance.

4. That the interest rate for individual debt securities issued under this Application is not to exceed the greater of (i) 9 percent or (ii) a rate that is consistent with similar securities of comparable credit quality and maturities issued by other issuers.

5. That the Company shall submit to Staff and Public Counsel any information concerning communications with credit rating agencies concerning individual debt securities issued under this Application.

6. Laclede Gas Company’s total borrowings, including all instruments, shall at no time exceed Laclede Gas Company’s regulated rate base.

7. That nothing in the Commission’s order shall (i) be considered a finding by the Commission of the value of these transactions for rate making purposes, and that the Commission reserves the right to consider the rate making treatment to be afforded these financing transactions and their results in cost of capital, in any later proceeding; or (ii) be construed as affecting the rights of Laclede Gas Company and any of its affiliates to engage in affiliate transactions pursuant to the provisions of the Commission’s affiliate transaction rules, including transactions involving the Company’s purchase of goods and services using funds acquired through issuance of securities under this Application.

8. That the Company shall file with the Commission any information concerning the use of the funds from the individual debt securities issued under this Application with regard to redemption of any outstanding long-term debt other than at maturity, including, if applicable, Net Present Value calculations indicating the amount of interest cost savings. 

9. That the Commission’s order in this proceeding shall remain effective for a three-year term from the effective date of the order.  The Company shall alert Staff by January 31, 2006, of its then present intention to seek a renewal of the authority granted in this case.  To avoid a lapse in authorization for financing, the Company shall be authorized to request an extension of such term by filing an application no later than June 30, 2006, provided that Laclede will make best efforts to file 30 days earlier if Staff requests it to do so due to workload considerations. 

10. That any benefits (including, but not limited to interest income, etc.) derived from securities proceeds during the time between when such proceeds are obtained by Laclede Gas Company and the time when such proceeds are actually put to use shall be used exclusively for the benefit of Laclede Gas Company regulated operations and not for the other operations of The Laclede Group, Inc. or any of its affiliates or non-regulated activities.

11. That Laclede Gas Company shall make available to the Staff sufficient documentation to ensure that the funds acquired through issuance of securities under this Application, and any benefits (including, but not limited to, interest income, etc.) derived on such funds as described in Recommendation No. 10, shall be used exclusively for the benefit of Laclede Gas Company regulated operations, and not for the other operations of The Laclede Group, Inc. or any of its affiliates or non-regulated activities.

Staff indicated that it had discussed these conditions with Laclede and that it believed that Laclede would not oppose the conditions.  

On September 15, the Commission ordered that any response to Staff’s recommendation must be filed by September 17.  Laclede filed a response on September 17, indicating that it does not oppose any of the conditions recommended by Staff, but stating its belief that there are some conflicts between the conditions in the 2000 order and the new conditions proposed by Staff.  Laclede requested that the Commission order that in the event of any conflict between the 2000 conditions and the 2003 conditions, the 2003 conditions would control.  Laclede also requested that the Commission’s order approving its application be made effective on October 31.  

Though the Office of the Public Counsel is a party to this case, it did not file a recommendation, or a response to Staff’s recommendation.  

The Commission wished to learn more about Laclede’s contention that there were conflicts between the 2000 and 2003 conditions and ordered Laclede to file a pleading explaining those conflicts by September 29.  The Commission also allowed any other interested party until October 6 to file a response to Laclede’s pleading.

Laclede filed its response on September 29.  Laclede explained that it had understood the 2000 conditions that Staff wished to carry over as being the seven ordered paragraphs in the 2000 order, which would include a reference to common stock with attached rights that no longer exist, a $350 million cap, and different interest rate terms.  If the 2000 conditions to be carried over to the new order are understood to be only the two enumerated conditions set forth in paragraphs 5 and 6 of the 2000 order, then the potential conflicts are reduced.  However, Laclede contends that there is still a potential conflict in the interest rate terms found in the 2000 and 2003 conditions.  Laclede explains that 2003 condition number 4 limits the interest rate for all individual debt securities issued under the application to the greater of 9% or a rate that is consistent with similar securities of comparable credit quality and maturities issued by other issuers.  On the other hand, under the 2000 interest rate condition, the interest rate for newly issued securities is tied to a basis point differential above U. S. Treasury securities of a comparable maturity.  Laclede indicates that there are circumstances under which a Laclede debt issuance could comply with the interest rate terms under the 2000 conditions, but not under the 2003 conditions, and vice versa.  Laclede again recommends that this potential conflict be resolved by a Commission order indicating that in the event of conflict between the 2000 and 2003 conditions the 2003 conditions prevail.  Neither Staff nor the Office of the Public Counsel replied to Laclede’s pleading. 


The Commission has reviewed and considered Laclede’s application and the Recommendation and Memorandum of Staff and concludes that the application should be granted, subject to the conditions recommended by Staff and accepted by Laclede.  As required by Section 393.200, RSMo 2000, the Commission finds that the money, property or labor to be procured or paid for by the issuance of the Securities proposed in Laclede’s application is or will be reasonably required for the purposes specified in the application and that such purposes are not in whole, or in part reasonably chargeable to operating expenses or to income. 

 
The Commission is concerned, however, that there is a conflict between the 2000 interest rate conditions that the Staff asks the Commission to carry over into this order and the new interest rate condition that Staff asks the Commission to include in this order.  Laclede suggests that this conflict be cured by simply ordering that the 2003 condition prevail over the conflicting 2000 condition.  Staff has not indicated why it wants to include the interest rate condition from GF-2000-843 in this order if it is in conflict with the new interest rate condition that it has proposed.  But the Commission does not wish to delay its approval of Laclede’s application to further pursue this question.  Therefore, the Commission will accept Laclede’s suggestion and will order that the 2003 conditions will prevail over the 2000 conditions if there is any conflict between them.   

IT IS THEREFORE ORDERED:

1.
That the application filed by Laclede Gas Company for an extension, with modifications, of its authority to issue and sell first mortgage bonds, unsecured debt and authorized but unissued common stock of the company in a total amount not to exceed $270,000,000 pursuant to a universal shelf registration statement, is granted.


2.
That Laclede Gas Company is authorized to issue and sell bonds, unsecured debt and common stock with attached rights, pursuant to the terms and conditions as described in its Application, in an aggregate amount not to exceed $270,000,000 at any time, or from time to time, for a period after the effective date of this order up to October 31, 2006.


3.
That Laclede Gas Company is authorized to enter into, execute, deliver and perform the necessary agreements, indentures, notes, and other documents and filings concerning such securities.


4.
That the Commission’s approval of Laclede Gas Company’s application remains subject to the following conditions taken from the Commission’s order in Case No. GF-2000-843:

a)
That the interest rate on any fixed rate security issued shall not exceed 300 basis points over the U.S. Treasury rate for a comparable maturity, and the interest rate on any variable rate security issued shall not have an initial interest rate that exceeds 300 basis points over the U.S. Treasury rate for a comparable maturity. 

b)
That nothing in this order shall be considered a finding of the Commission of the reasonableness of the expenditures herein involved, the value for ratemaking purposes of the properties herein involved, or as an acquiescence in the value placed upon said properties by Laclede Gas Company. Furthermore the Commission reserves the right to consider the ratemaking treatment to be afforded these financing transactions, and their resulting cost of capital, in any later proceeding. 



5.
That the Commission’s approval of Laclede Gas Company application is subject to the following additional conditions taken from Staff’s recommendation:

c)
That the Company be authorized to issue and sell securities, and receive paid-in capital, pursuant to the terms and conditions described in the Application, in an aggregate amount not to exceed $270 million at any time, or from time to time, through October 31, 2006, and that the Company shall not be authorized to use any portion of the $270 million for any purpose other than for the exclusive benefit of Laclede Gas Company’s regulated operations, as such purposes are specified in Section 393.200, and not for other operations of The Laclede Group, Inc or any of its affiliates or unregulated activities.

d)
That, if and when individual debt securities are issued under this Application, the Company will submit a verified report to the Commission’s Internal Accounting Department documenting such issuance, the use of any associated proceeds and the applicability and measure of fees under Section 386.300.2.

e)
That the Company shall be required to file with the Commission all final terms and conditions on this financing including, but not limited to, the aggregate principal amount to be sold or borrowed, price information, estimated expenses, portion subject to the fee schedule and loan or indenture agreement concerning each issuance.

f)
That the interest rate for individual debt securities issued under this Application is not to exceed the greater of (i) 9 percent or (ii) a rate that is consistent with similar securities of comparable credit quality and maturities issued by other issuers.

g)
That the Company shall submit to Staff and Public Counsel any information concerning communications with credit rating agencies concerning individual debt securities issued under this Application.

h)
Laclede Gas Company’s total borrowings, including all instruments, shall at no time exceed Laclede Gas Company’s regulated rate base.

i)
That nothing in the Commission’s order shall (1) be considered a finding by the Commission of the value of these transactions for rate making purposes, and that the Commission reserves the right to consider the rate making treatment to be afforded these financing transactions and their results in cost of capital, in any later proceeding; or (2) be construed as affecting the rights of Laclede Gas Company and any of its affiliates to engage in affiliate transactions pursuant to the provisions of the Commission’s affiliate transaction rules, including transactions involving the Company’s purchase of goods and services using funds acquired through issuance of securities under this Application.

j)
That the Company shall file with the Commission any information concerning the use of the funds from the individual debt securities issued under this Application with regard to redemption of any outstanding long-term debt other than at maturity, including, if applicable, Net Present Value calculations indicating the amount of interest cost savings. 

k)
That the Commission’s order in this proceeding shall remain effective for a three-year term from the effective date of the order.  The Company shall alert Staff by January 31, 2006, of its then present intention to seek a renewal of the authority granted in this case.  To avoid a lapse in authorization for financing, the Company shall be authorized to request an extension of such term by filing an application no later than June 30, 2006, provided that Laclede will make best efforts to file 30 days earlier if Staff requests it to do so due to workload considerations. 

l)
That any benefits (including, but not limited to interest income, etc.) derived from securities proceeds during the time between when such proceeds are obtained by Laclede Gas Company and the time when such proceeds are actually put to use shall be used exclusively for the benefit of Laclede Gas Company regulated operations and not for the other operations of The Laclede Group, Inc. or any of its affiliates or non-regulated activities.

m) That Laclede Gas Company shall make available to the Staff sufficient documentation to ensure that the funds acquired through issuance of securities under this Application, and any benefits (including, but not limited to, interest income, etc.) derived on such funds as described in Recommendation No. 10, shall be used exclusively for the benefit of Laclede Gas Company regulated operations, and not for the other operations of The Laclede Group, Inc. or any of its affiliates or non-regulated activities.


6.
That in the event of any conflict between the conditions imposed in paragraph 4 and the conditions imposed in paragraph 5, the conditions imposed in paragraph 5 will prevail.


7.
That this order shall become effective on October 31, 2003. 

BY THE COMMISSION

Dale Hardy Roberts

Secretary/Chief Regulatory Law Judge

(S E A L)

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

Gaw, C., not participating

Woodruff, Senior Regulatory Law Judge
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