BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF MISSOURI
In the Matter of the Application of Missouri 
)  
Gas Utility, Inc. for a Certificate of Public  
)

Convenience and Necessity Authorizing It 
)

to Construct, Install, Own, Operate, Control,
)

Manage and Maintain
a Natural Gas 
 
)
Case No. GO-2005-0120
Distribution System to Provide Natural Gas  )

In Parts of Harrison, Daviess and Caldwell 
)

Counties, to Acquire the Gallatin and 
)

Hamilton, Missouri, Natural Gas Systems, 
)

And to Encumber the Acquired Assets.
)

STAFF’S RESPONSE TO COMMISSION QUESTION


COMES NOW the Staff of the Missouri Public Service Commission (Staff) and respectfully submits as follows:


1.   An On the Record Presentation was held in this case on November 23, 2004.  During the On the Record Presentation, Judge Ruth asked Staff to file a Response to the following question:  “If the Commission were to approve the Certificate of Convenience and Necessity and the Encumbrance of Assets as sought by Missouri Gas Utility but not the Transaction as also sought be Missouri Gas Utility?”


2.   Staff has considered this matter.  Staff believes that if the Commission decided this matter as posed in paragraph 1, then the only condition that would not be necessary in this matter is condition number 10 regarding Accounting for Plant.  This condition provides as follows:  

10.  Accounting for Plant
MGU’s plant in service accounts will reflect plant costs calculated based upon MGU’s actual investment in Gallatin and Hamilton plant in service facilities.    

Staff believes that this condition would not be necessary under the premises of Paragraph 1 because the matter of plant in service accounts and how it is calculated, including the amount thereof,  would be effectively deferred until MGU files its first rate case.  There will be a need to specify minimum requirements that MGU must satisfy regarding the manner in which it keeps its books and records in order to address this issue in MGU’s first rate case.  MGU would need to keep its books and records in such a manner that its plant balances can be segregated between amounts actually invested by MGU and amounts that MGU asserts were transferred through the purchase agreement.  MGU would need to maintain in its books and records the details regarding contributions provided by customers and the cities with the manner in which these contributions were treated on its transferred books and records.   Finally, MGU would need to maintain all the records supporting the prudence of the investment in the transferred balances and the details supporting the capitalization of these amounts.  


3.   Another question posed by Judge Ruth during the On the Record Presentation was the question of whether MGU would be covered by 4 CSR 240-3.240, Gas Utility Small Company Rate Increase Procedure.  Staff believes that the answer to this question is yes because MGU has substantially less than 3,000 customers.  Having less than 3,000 customers is the threshold for utilizing this procedure.  4 CSR 240-3.240(1).  Staff also notes that MGU would not have to utilize this procedure but would have that option.  4 CSR 240-3.240(1).  While Staff recognizes that the time for new conditions is past, Staff also notes that it would be very likely that significant ratemaking issues will arise in MGU’s first general rate proceeding.  Accordingly, Staff believes that it is likely that the better procedure would be the utilization of the normal rate case procedure (eleven month operation of law requirement) in MGU’s first general rate case.  


WHEREFORE, Staff respectfully submits Staff’s response to the Commission’s Question presented during the On the Record Proceeding.   
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