DOLLAR VALUE OF ISSUE SETTLEMENTS

PER CORRECTED PARTIAL NON-UNAMINOUS 
STIPULATION AND AGREEMENT FILED JUNE 30, 2004
1.  Alternative Minimum Tax
MGE:
 Proposed Revenue Requirement Value

$1,417,078

Staff:
 Proposed Revenue Requirement Value

$1,417,078



Stipulated Revenue Requirement Value
$1,417,078

Explanation: Prior to the stipulation, Staff and MGE agreed on use of the December 31, 2003 amount of AMT to include in rate base.  The remaining issue was whether to update that  amount to a later point in time.  Staff was waiting for quarterly Southern Union financial statements to assess a going-forward level of AMT.  The stipulated resolution of this issue is to use the balance updated through December 31, 2003, and not update this item further.

Note: Revenue requirement value calculated using Staff’s proposed rate of return.

2.  Depreciation Rates
MGE:
Test Year Depreciation Expense
$20,289,660

Proposed Adjustment


$ 2,838,195


Proposed Expense Level

$23,127,855

Staff:
Test Year Depreciation Expense
$20,289,660

 
Proposed Adjustment


($1,341,750)


Proposed Expense Level

$18,947,910

Stipulation:

Test Year Depreciation Expense
$20,289,660



Stipulated Adjustment


     ($59,851)

Stipulated Expense Level

$20,229,809

Explanation: In the stipulation, Staff and MGE agreed to a 37-year life for account 380-Services, and a 19-year life for account 394-Tools.  The other stipulated depreciation rates are the current rates in effect for MGE, the same rates as recommended by Staff.

3.  Accounting for Net Cost of Removal
Explanation: The issue dealt with the prospective accounting for the net cost of removal actually incurred by MGE, which might either be higher or lower than the rate case allowance amount. It was stipulated that a regulatory asset/liability be set up to track the difference between the rate case allowance and the actual expense amount to track that difference and account for that difference in the next rate case.

The stipulation applies to prospective accounting for net cost of removal only, and has no effect on current revenue requirement.

4.  Accounting for Pension Expenses


Explanation: This issue concerned MGE’s request that carrying costs be accrued on any regulatory asset which would be set up to allow for prospective recovery of the difference between the rate case allowance for pension expense and the amount actually incurred by MGE.  In the stipulation, MGE agreed to drop its request for carrying costs.

The stipulation applies to prospective accounting for pension expense only, and has no effect on current revenue requirement.

5.  Revenues
MGE: 
Agreed Upon Amount (Prior to Stipulation)

$142,929,065

Adjustment for Customer Growth


$1,181,342

Adjustment for Weather Normalization

($1,251,764)


Adjustment for Load Attrition


($1,629,718)


Proposed Annualized Revenues Level

$141,228,925

Staff:
Agreed Upon Amount (Prior to Stipulation)

$142,929,065


 Adjustment for Customer Growth


$2,798,663


Adjustment for Weather Normalization

($475,713)


Adjustment for Load Attrition


$0


Proposed Annualized Revenues Level 

$145,252,015

Stipulation:


Agreed Upon Amount (Prior to Stipulation)

$142,929,065


Adjustment for Customer Growth


$1,175,211


Adjustment for Weather Normalization

($876,719)


Adjustment for Load Attrition


$0


Stipulated Annualized Revenues Level

$143,227,557

Explanation: For the customer growth adjustment, Staff discovered an error in the calculation of its adjustment.  Staff and MGE stipulated to the Staff’s corrected number.

For the weather normalization adjustment, MGE and Staff stipulated to use of a 30-year normalization approach, using data from 1973 to 2002.

For purposes of the stipulation, MGE agreed to drop its load attrition adjustment.

6.  Late Payment Fees
Explanation: For purposes of the stipulation, MGE agreed to reduce the late payment fee percentage from 1.5% to 0.5%, resulting in a reduction in revenue.

The stipulation has no impact on cost of service, as the stipulated reduction in MGE’s late payment fees revenues will be recovered as part of MGE’s overall revenue requirement in this proceeding.

7.  Bad Debts
MGE:
Test Year Expense



$6,602,056


Proposed Normalization Adjustment

$1,822,414

Proposed Denial of Service Adjustment
$750,000


Proposed Normalized Expense Level

$9,174,470

Staff:
Test Year Expense



$6,602,056

Proposed Normalized Adjustment

($466,485)

Proposed Denial of Service Adjustment
$0

Proposed Normalized Expense Level

$6,135,571



Stipulation:
Test Year Expense



$6,602,056



Stipulated Normalization Adjustment

$439,944



Stipulated Denial of Service Adjustment
$0


Stipulated Normalized Expense Level
$7,042,000

Explanation: MGE annualized this expense based upon a three-year average of bad debt write-offs, with an additional allowance for the estimated impact on bad debts of the Commission’s new denial of service rule.  Staff annualized this expense based upon a five-year average of write-offs, with no allowance for the denial of service rule.

In the stipulation, MGE and Staff agreed to use a four-year average of bad debt write-offs to normalize this expense, with no allowance for the denial of service rule. 
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