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STAFF FILING REGARDING TEST YEAR

COMES NOW the Staff of the Missouri Public Service Commission (Staff), and respectfully submits as follows:  

1.
On November 4, 2003, Missouri Gas Energy (MGE), a division of Southern Union Company, filed tariff sheets with the Missouri Public Service Commission (Commission) to implement a general rate increase for natural gas service in an annual amount of $44,875,635.  


2.
On November 4, 2003, MGE filed its direct testimony.  In its filing, MGE stated that its recommended rate increase of $44,875,635 was based upon a test year ending June 30, 2003.  However, in the prefiled direct testimony of MGE Witness Michael R. Noack, MGE suggested that a test year ending December 31, 2003 be ordered by the Commission for this proceeding. (Prefiled Direct Testimony of Michael R. Noack, p. 4, lines 4-8.)

 3.
On November 7, 2003, the Commission issued its Suspension Order and Notice. In this Order, the Commission suspended the tariff sheets until October 2, 2004.  The Commission further ordered the Office of the Public Counsel, Staff and any persons or entities seeking intervention to file a pleading regarding MGE’s proposed test year.  

4.
On December 4, 2003, Staff filed its pleading regarding test year.  Staff recommended a test year of the twelve (12) month period ending June 30, 2003, updated through December 31, 2003. On December 4, 2003, the Office of the Public Counsel (OPC) filed a pleading recommending a test year for the twelve (12) month period ending June 30, 2003, with an update through December 31, 2003.  Midwest Gas Users’ Association (MGUA) and the University of Missouri-Kansas City (UMKC) filed pleadings agreeing with Staff and OPC on December 4, 2003.  

5.
On December 9, 2003, the Commission issued its Order Regarding Test Year and True-Up.  In this Order, the Commission noted that, at the Prehearing Conference on December 8, 2004, the Parties agreed upon a test year ending June 30, 2003, with an update for known and measurable changes through December 31, 2003.  The Commission ordered such a test year.  

6.
On December 18, 2003, the Commission issued its Order Adopting Procedural Schedule.  The Procedural Schedule included a required filing on January 20, 2004, by MGE to update its case based on the test year ended June 30, 2003.  The Commission subsequently issued an Order changing this filing date to January 30, 2004. 

7.
On April 15, 2004, Staff filed Staff’s Filing Regarding Test Year.  In this filing, Staff explained how MGE did not utilize a proper update in that MGE’s “update” constitutes a unilateral change in the test year and was not a proper update to a twelve-month test year ending June 30, 2003.  

8.
On April 23, 2004, MGE filed its Response to Staff’s Filing Regarding Test Year.  In this Response, MGE states that it was under the “impression” that Staff understood and agreed with MGE’s approach to the test year update.  Staff does not agree with MGE’s test year update approach.  

9.
MGE attached several pages of financial information to its Response.  These pages purport to place MGE’s January 30, 2004 update filing in conformity with the ordered June 2003 test year.  In this attachment, MGE starts with revenue and expense numbers for the 12 months ending June 30, 2003, applies adjustments to these amounts to take the account balances to the 12 months ending December 31, 2003 balances and then, in turn, applies all other proposed MGE adjustments to the December 2003 amounts.  While this approach superficially begins with June 2003 data, in substance this attachment still presents a case based upon December 31, 2003 unadjusted data that is then adjusted for normalization and annualization purposes.  Staff submits that this approach is still in direct conflict with the Commission’s ordered June 2003 test year.

10.
Staff notes that MGE did not seek any specific action by the Commission.  Staff believes that this matter does not currently require any Commission action and will endeavor to resolve this matter among the Parties. 

WHEREFORE, Staff respectfully informs the Commission about the status of matters regarding the test year update.  
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