Before the Public Service Commission

Of the State of Missouri

	In the Matter of Laclede Gas Company's Tariff to Revise Natural Gas Rate Schedules.
	)))
	Case No. GR-99-315

	
	
	


Staff’s Proposed Findings of Fact and Conclusions of Law

on Net Salvage
 Staff and Laclede disagree about how to estimate the net salvage value, or cost of removal,  (gross salvage value less cost of removal) when plant is retired.  Staff asserts that the net salvage expense included in rates should reflect the actual amounts the company has experienced in recent years. Laclede argues that the future cost of the future removal should be estimated by dividing current expense by the original cost of the retired plant by average service life, and multiplying the quotient by the current plant balance.  Laclede’s estimate is $2.3 million per year more than its actual annual expenditures for cost of removal.

Pursuant to the Commission’s order in this cause, dated February 27, 2004, the Staff proposes the Commission enter the following findings of fact on the issue of cost of removal/net salvage:

Findings of Fact

1. Laclede proposes to change the calculation of depreciation rates to rates based on use of a formula: 

 Depreciation Rate = 100% - Net Salvage 


                                                   Average Service Life

where Net Salvage is the ratio of the net salvage of retired plant divided by the original cost of the retired plant, and the quotient divided by the Average Service Life.  (Kotteman Dir., Ex. 23, p. 4; Kotteman Surr., Ex 25, p 2-3)

2. There is no empirical evidence in this record to support or confirm the formula’s hypothesis that the ratio of net salvage to the original cost of the plant retired is an accurate, reliable predictor of net salvage, either current or future.

3. The formula proposed by Laclede generates cost of removal/net salvage expense that is $2.3 million per year more than Laclede’s current expenditures for such purposes.  (Tr. 894, 23-24)

4.  The Commission finds that it is unreasonable to collect more from ratepayers than Laclede is currently spending for cost of removal/net salvage.  (Adam Dir., Ex. 92, p.8, 9-11)

5. The rates set forth in Attachment A will permit Laclede to recover its cost of removal/net salvage expenditures.  (Adam Reb., Ex. 93, p.1; Adam Sur., Ex. 94, p. 3, 10-17)

6. Laclede’s low-pressure gasholders are fully depreciated, and no further depreciation expense is needed at this time.  The depreciation rate for the gasholders is therefore set at zero.  (Adam Dir., Ex. 92, p.2, 17-21; Adam Reb., Ex. 93, p4, 2-3; Adam Sur., Ex. 94, p.4-5, 18-2)

Conclusions of Law
1. Laclede Gas Company is a public utility engaged in the provision of natural gas service in Missouri, and is subject to the general jurisdiction of the Missouri Public Service Commission pursuant to Chapters 386 and 393, RSMo 2000.  (All references are to RSMo 2000, unless otherwise noted.)

2. The Commission has the duty to establish just and reasonable rates.   §393.130

3. The burden of proof to show that a proposed tariff is just and reasonable is upon the utility.  §393.150.2

4. The orders of the Commission must be based on competent and substantial evidence on the record as a whole, and must be reasonable.  §536.140
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