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Staff's Suggestions in Support

COMES NOW Staff of the Public Service Commission of Missouri and in support of the stipulation and agreement filed by the parties on July 25, 2002, in this case states:

1.  The last sentence of Paragraph 3 of the Stipulation and Agreement (S&A) that settled Missouri Gas Energy’s last rate case, Case No. GR-2001-292, stated:

The Staff, Public Counsel, and MGE also agree that in the event that in any given year the amount of amortization of the unrecognized net gain/loss determined under the agreed-to methodology described above is less than the minimum amortization required under FAS 87 or FAS 106, then the amortization for such year shall be the minimum amortization required under FAS 87 or FAS 106.

2.  At the time that this provision was added to the S&A at the request of MGE’s actuary, the Staff and MGE did not anticipate that the language would conflict with the intent of the parties to amortize (recognize) gains and losses under FAS 87 and FAS 106 by determining a five-year average of the Unrecognized Net Gain/Loss balance, and then amortizing that average over five years for Gain/Loss recognition under FAS 87 and FAS 106.

3.  MGE’s actuary has notified MGE that the language quoted above will defeat the intention of the parties by requiring use of a “beginning of the year” balance of Unrecognized Net Gain/Loss in calculating the minimum amortization.  Using this beginning balance will remove the damping effect of the five year average the parties developed to reduce the volatility in the calculation of annual expense.

4.  MGE, like all other Missouri utilities, has experienced significant reduction in the market value of its pension fund assets as a result of reduced stock prices in 2001 and 2002.  If the effect of the above-quoted language is not eliminated, MGE’s pension and OPEB expense will be significantly higher than intended or anticipated by the parties when they settled Case No GR-2001-629. 

5.  In order to remedy this unwanted and unanticipated volatility, the parties have filed their stipulation and agreement.

WHEREFORE, the Staff asks the Commission to approve this stipulation and agreement pursuant to §393.140(8), thereby conforming MGE’s prescribed accounting treatment for unrecognized gain/loss amounts related to pension and non-pension post-retirement benefits with the intent of the parties to the S&A in Case No. GR-2001-629.
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