BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF MISSOURI

In the Matter of Staff’s Recommendation 
) 





In Missouri Gas Energy’s 2001-2002

)
Case No. GR-2002-348

Actual Cost Adjustment.


)

STAFF’S THIRD STATUS REPORT


COMES NOW the Staff of the Missouri Public Service Commission (“Staff”) and files its Third Status Report in this case.  The Commission opened this case to provide for the audit and adjustment of MGE’s purchased gas adjustment factors in MGE’s 2001/2002 Actual Cost Adjustment period.  Staff completed its audit, and filed its recommendation in December, 2003.  Staff takes this opportunity to apprise the Commission of further developments that have affected the progress of this case.  In its Third Status Report to the Commission, Staff states:

A.
Riverside KPC Contract Issue

In 1991, MGE’s predecessor negotiated a transportation contract with KPC that the Commission found to be imprudent in Case No. GR-93-140 because the contract was too costly.  The Commission decision was appealed to the Cole County Circuit Court and ultimately settled during the Circuit Court’s review of the Commission’s Report and Order.  The settlement included Case No. GR-93-140 along with cases GR-94-101, GR-94-258, GR-95-82, and GR-

96-78.  A table listing the ACA periods associated with these cases follows: 

	Case No.
	ACA period (all annual periods end June 30

	GR-93-140
	1992-1993

	GR-94-101
	1993-1994

	GR-94-228
	1993-1994 (Feb. 1, 1994 – June 30, 1994)

	GR-95-82
	1994-1995

	GR-96-78
	1995-1996


Thus, all parties agree that the ACA periods through 1995/1996 were settled.  In 1995, MGE renegotiated that imprudent contract.  The 1995 contract provided both transportation as well as gas supply, with the gas-supply element terminating in 1998.  The 1995 contract reduced the cost of the 1991 contract, but not to rates offered by other pipelines.  Consequently, the damage to consumers of the 1991 contract was mitigated, but not eliminated.

This issue was litigated in MGE’s 1996/1997 ACA review, Case No. GR-96-450.  Both MGE and KPC argued that the settlement in the appeal of GR-93-140 precluded any further review; the Staff argued that review was permitted under the settlement, and that the 1995 contracts remained imprudently costly.  Staff alleged the harm to ratepayers was $3,490,083.

In deciding Case No. GR-96-450, the Commission did not decide if the settlement precluded review, but did find that Staff’s evidence was not persuasive enough to support an adjustment.  Riverside/KPC sought review, but the Court of Appeals dismissed the matter on the basis that Riverside/KPC was not aggrieved by the Commission’s decision.

Thus, the issue of whether Staff may propose an adjustment based on the Riverside/KPC contract, and the amount of an adjustment if permitted and justified, is closed for MGE’s ‘96/‘97 ACA (GR-96-450); the issue remains for the ‘97/‘98 through ‘01/‘02 ACA periods.  (Case Nos. GR-98-167; GR-99-304; GR-2000-425; GR-2001-382; and GR-2002-0348).  For the 97/98, 98/99, and 99/00 ACAs, the Riverside/KPC contract is the only issue remaining.

Since the Commission’s decision in Case No. GR-96-450 (the ‘96/‘97 ACA), the Federal Energy Regulatory Commission (FERC) has set KPC’s initial rates.  The FERC has ordered KPC to calculate refunds for rates charged in excess of the approved rates, and to file a refund plan not later than December 13, 2004. (FERC Docket No. CP96-152.)  These rate reductions and refunds will reduce the size of Staff’s proposed adjustments on this issue in the ‘97/‘98 through the ‘01/‘02 ACA cases.  Staff will notify the Commission and the other parties to each ACA of the Staff’s recalculated adjustments after the FERC approves a refund plan.

(B)
Other Issues

(1)
As noted above, there are no other issues for ACA periods 97/98, 98/99, and 99/00.

(2)
The other issues in the 2000/2001 ACA, GR-2001-382, have already been tried and briefed to the Commission.  These issues involve MGE’s hedging levels; its use of its storage assets; and the adequacy of its reliability and gas supply plans.

(3)  The other issues in this case, GR-2002-0348, are Staff’s adjustment for excess transportation capacity and MGE’s motion to strike.

(a) Excess Transportation Capacity  -  Belatedly (April 16, 2004; and September 16, 2004), MGE provided Staff with daily gas volumes for the heating seasons that would have been known when planning for this ACA period.  Based on its analysis of these daily volumes, Staff proposes an adjustment of $2,041,931 for excess capacity of *** ______ *** Dth/day in Kansas City and *** ______*** Dth/day in St Joseph.  This represents an increase of $668,915 from Staff’s initial recommendation in this case.

(b) MGE filed its response to Staff’s recommendation in this case on January 20,2004.  MGE’s pleading also asked the Commission to strike or dismiss each of Staff’s recommendations.  Staff replied to MGE’s motion on January 30, 2004.  The Commission has not ruled the motion, which remains pending.


C.  Conclusion


In light of the above, Staff suggests that all pending MGE ACA cases can be set for hearing.  Staff recommends that the Commission order the parties to submit a procedural schedule to accommodate any remaining discovery and the pre-filing of evidence, and a hearing in mid-May, 2005.

WHEREFORE, the Staff respectfully requests that the Commission accept this report in full compliance with its Second Order Directing Filing and order that the parties submit a procedural schedule.  
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