Before the Public Service Commission

Of the State of Missouri

	In the matter of the Review of the Purchased Gas Adjustment Clauses in the Tariffs of Local Distribution Companies.
	)))
	Case No. GO-2002-452


STATUS REPORT

COMES NOW Staff of the Public Service Commission of Missouri and provides the following as the status report required by the Commission in its June 26, 2002, order in this case:

1.  The Office of the Public Counsel (OPC), all Missouri natural gas distribution companies (LDCs), and the Staff have met twice, and exchanged considerable information, in this case concerning the purchased gas adjustment/actual cost adjustment (PGA/ACA) process.  The parties have reached consensus on a number of items, and a number of items remain for further consideration, all as set out in more detail below.

2.  The parties have discussed elimination or overhaul of the Deferred Carrying Cost Balance (DCCB).  AmerenUE and many of the smaller LDCs prefer an approach using the PGA/ACA process, and AmerenUE has provided information about this approach to the other LDCs, Staff and OPC.  MGE also showed a preference for using the overall ACA balance and provided information to the Staff and OPC.  The larger LDCs suggest there may be need for a different DCCB procedure for them.  The Staff has committed to consider this aspect of the gas cost recovery process in conjunction with the other items listed here, and plans to report to the other parties by mid-November.

3.  The parties discussed the threshold for DCCB interest calculations.  There was also some discussion if the DCCB constitutes a second recovery of carrying costs that are considered in general rate cases.  The LDCs favor elimination of a threshold or dead-band before interest is calculated, and OPC does not see reason to change the current thresholds.  The Staff, again, will review the threshold, double recovery, and use of the ACA instead of DCCB process, and report by mid-November to the other parties.

4.  Conditioned on acceptable resolution of other items, the parties have generally agreed that when carrying costs are assessed, it should be at a rate of prime, less two percent.

5.  The parties generally agree that up to four PGA filings per year (one mandatory in October or November), not closer than 60 days apart, is an acceptable practice.

6.  The computation of PGA factors has also been discussed.  Staff will consider and report to the other parties its position on the recognition of the costs, including margin requirements and carrying costs.

7.  The parties have discussed the possibility of using pipeline or other refunds to directly offset gas costs.  The LDCs will need to maintain the current separation of various customer classifications.  Staff is considering, and will advise the other parties of, the steps needed to book refunds as direct reductions to gas costs.  Laclede will provide additional research on any tax effects.

8.  The parties have discussed the review cycle, and Staff has expressed its need for electronic workpapers when PGA rates are changed.  LDC comments were minimal on Staff’s indicated data needs, but more comments may be provided by mid-November.

9.  Laclede appears to be the only LDC with potential problems with customers switching from sales to transportation, then switching back if market conditions change.  Staff, Laclede and OPC will consider possible solutions to Laclede’s situation separately with Laclede.

10.  The parties generally agree that hedging costs, including related cash requirements, will be included in the PGA/ACA.  Staff suggested that it would be appropriate to recover fixed pipeline reservation costs through means other than by commodity or margin rates; that the parties should consider low-income tariffs similar to that implemented as an experiment by MGE in its Joplin service area; and that LDCs consider offering customers a fixed-bill option.  This is an area for further discussion.

11.  The parties have discussed annual gas supply plan information and format; streamlining of the PGA/ACA audit process; and revising the standard Staff ACA data requests.  Since the last meeting, LDCs have commented on a Staff outline, and Staff is working to revise standard ACA data requests.  Contents, submission, review and approval of gas supply plans has been discussed.  Staff will review MGE’s suggestions and advise the other parties, as noted above.  

12.  The parties believe that it is premature to specify the procedure to be used to make changes addressed in this case.  It may be possible for changes that are agreed upon to be effectuated through tariff filings of individual LDCs.  If an unresolved issue is generic to all LDCs, it may be possible to resolve that issue in this case.  If an issue involves only a specific LDC, it would likely be better addressed in a separate proceeding.

13.  Staff is trying to schedule an internal meeting in the next two weeks to discuss these issues.  It will then report to the other parties its positions on the issues noted above.  After comments by the other parties, the parties can schedule a final meeting to confirm agreements, outline differences, and advise the Commission on how to proceed.

14.  Staff has circulated this status report to the other parties, and has incorporated most suggested changes, or received approval of the draft, from the other parties.  Staff suggests that the Commission give all parties until October 31, 2002, to provide further comments on this report.
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