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SUGGESTIONS IN SUPPORT OF UNANIMOUS STIPULATION AND AGREEMENT 


COMES NOW the Staff (“Staff”) of the Missouri Public Service Commission (“Commission”) and respectfully submits its Suggestions In Support Of Unanimous Stipulation And Agreement.  

A.  Background

1.
This case concerns the 2001-2002 ACA filing for Atmos Energy Corporation's Missouri Operations.  This would include Area G (Greeley Gas), Areas B, K and S (formerly Associated Natural Gas), and Areas P and U (formerly United Cities Gas).    The Staff, Atmos Energy Corporation (“Atmos” or “Company”), and the Office of the Public Counsel are parties to this proceeding.   On February 6, 2004, the parties jointly filed a motion to suspend the ordered procedural schedule based on the fact that they had reached an agreement in principle.  The Commission granted the motion on February 9, 2004.  The parties filed their Unanimous Stipulation And Agreement (“Agreement”) on February 26, 2004.  Paragraph 10 of the Agreement indicates that the Staff would file suggestions in support thereof by March 11, 2004.  

2.
As a result of discussions occurring both during and after a Commission-ordered prehearing conference held on November 10, 2003, the parties were able to clarify and resolve a considerable number of issues about which there was initial disagreement.  Further discussions enabled the parties to reach a settlement of the issues that remained contested, all of which pertain to Areas B (Butler District), K (Kirksville District), and S (SEMO District); namely:  
Issue (a):  DEFERRED CARRYING COST BALANCE (“DCCB”) --- Staff’s proposed overall adjustment for the Butler, Kirksville and SEMO Districts decreases the cost of gas by $857,320 ($842,409 and $14,911 for Firm and Interruptible customers, respectively). 
Issue (b):  AGENCY FEES --- Staff proposed an adjustment of $4,660 ($4,083 Firm, and $577 Interruptible) to remove costs associated with agency fees under the Company's agency agreement with MRT Energy Resources.

Issue (c):  OVERRUN GAS ---

(1) SEMO District:  Staff proposed an adjustment to reduce gas costs for firm customers by $7,736 and for interruptible customers by $1,014, for a total reduction of $8,750.  

(2) Kirksville District:  Staff proposed an adjustment to reduce gas costs by $11,216 for firm customers and by $2,173 for interruptible customers, for a total reduction of $13,389.  

Issue (d):  RELIABILITY --- Staff proposed a cost reduction of $17,199 for the firm customers of SEMO District’s Jackson system, due to imprudent contracting for excess capacity. 
B.  Resolution of Contested Issues
3.
A brief discussion of the above listed contested issues is presented below along with the settlement amounts.           
Issue (a) --- The Staff calculates monthly carrying costs based on the Company's monthly over/under-recovery balance.  The balance is referred to as the Deferred Carrying Cost Balance, or DCCB.  If the monthly over/under-recovery balance exceeds the Company's threshold amount (10% as specified in its tariffs), carrying costs are then determined.  The parties agreed that, subject to Commission approval, gas costs for firm and interruptible customers on Atmos' Butler, Kirksville and SEMO Districts will be reduced by $857,320, based on the Staff’s belief that the purchased volumes used by Atmos to calculate unit cost of gas were too low, causing unit cost of gas to be overstated. 

Issue (b) --- The Company incurred agency fees for services (e.g., nomination, balancing) provided by Mississippi River Transmission (“MRT”) Energy Resources under an agency agreement.  The parties agreed that, subject to Commission approval, gas costs for firm and interruptible customers on Atmos' SEMO District will be reduced by $2,042 and $289 respectively, based on Staff's contention that agency fees are more appropriately recovered in the context of a rate case, rather than in an ACA case.

Issue (c) ---

SEMO District:  The Company incurred unauthorized overrun charges on Natural Gas Pipeline System (“NGPL”) during December 2001 and January 2002.  The parties agreed that, subject to Commission approval, gas costs for firm and interruptible customers will be reduced by $3,868 and $507 respectively, based on Staff’s belief that customers should not be held responsible for these overrun charges. 
Kirksville District:  The Company incurred overrun charges from ANR Pipeline Company (“ANR”) during the period of November 2001 to April 2002
 for failure to abide by the Company's contracted peak day requirements for storage and transportation with ANR.  The parties agreed that, subject to Commission approval, gas costs for firm and interruptible customers will be reduced by $5,608 and $1,087 respectively, based on Staff’s belief that customers should not be held responsible for these overrun charges. 

Issue (d) --- Staff’s evidence indicated that the Company, without first reviewing usage estimates, had renewed, at the same volumes and for three-year terms, four contracts that in total provided more capacity than needed on even a peak cold day for the SEMO District’s Jackson system.  As a result, customers were paying for capacity that the Company would not expect to use.  The cost per customer for the SEMO District was approximately $0.46, and the settlement amount lowers that cost to approximately $0.23 per customer.  Although the Staff believes that the Company should have performed an analysis of usage requirements prior to extending the contracts for three years, Staff nonetheless considers the settlement amount for this prudence issue for the 2001/2002 ACA period to be reasonable under the circumstances.  The parties agreed that, subject to Commission approval, gas costs for firm customers will be reduced by $8,600.
C.   Overall Settlement Amount for Contested Issues

4.
Upon Commission approval of the Agreement, as stated in Paragraph 3 thereof, beginning with the Company’s scheduled winter filing for 2004, gas costs will be reduced, as a result of the settlement of the contested issues, by $879,321.
  This amount constitutes more than 95% of the costs that were contested.  In light of the risk associated with litigating the issues and the relatively small dollar amount remaining, the Staff believes that the agreed-upon adjustments are fair and reasonable.  

WHEREFORE, the Staff respectfully submits its Suggestions In Support Of Unanimous Stipulation And Agreement, and recommends that the Commission issue an Order approving the Unanimous Stipulation And Agreement, filed in this proceeding on February 26, 2004.
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� The period of the overrun charges was erroneously identified as “November 2000 to April 2001” in paragraph 1 of the Agreement.


� DCCB adjustment: $857,320 plus agency fees (SEMO District ): $2,331 plus excess NGPL charges (SEMO District): $4,375 plus excess ANR pipeline charges (Kirksville District): $6,695 plus excess capacity charges (SEMO District’s Jackson system): $8,600     
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