BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF MISSOURI
In the matter of Laclede Gas Company’s 
)
Case No. GR-2002-356

tariff to revise natural gas rate schedules.
)

PUBLIC COUNSEL’S STATEMENT OF POSITION


COMES NOW the Office of the Public Counsel (“Public Counsel”) and for its Statement of Position states as follows:

1.
Weather Mitigation: Should a weather mitigation clause, or some other solution, be adopted to reduce fluctuations in cost recovery due to weather?

The Commission should reject Laclede’s request for a weather mitigation clause for the reasons delineated in the rebuttal testimony of Public Counsel witness Ryan Kind.  The Commission should also reject the “rate design solution” contained in the rebuttal testimony of Laclede witness Michael Cline.  Both of these proposals are contrary to the underlying purpose of utility regulation.  Regulation is intended to mimic both the market environment that is faced by competitive firms and the outcomes from competitive markets.  These proposals virtually guarantee that Laclede’s earnings will not fluctuate due to abnormal weather.  If the Commission believes that the public interest will be served by making changes that will mitigate the effects of abnormal weather, the Commission should adopt the block rate design proposal in the rebuttal testimony of Public Counsel witness Hong Hu and approve without modification the gas supply incentive program in the rebuttal testimonies of Public Counsel witnesses Meisenheimer and Busch.  Public Counsel’s alternative proposal is a comprehensive and balanced proposal for mitigating the impacts that abnormal weather has on both customers and the Company.  Public Counsel’s proposal is comprehensive because, unlike Laclede’s proposal, it addresses both the volumes risk and the commodity price risk associated with weather fluctuations.  Public Counsel’s proposal is balanced because, unlike Laclede’s proposal, it offers significant weather mitigation relief for both the ratepayers and the shareholders.

2.
Class Cost of Service: How should Laclede’s cost of service be assigned to the customer classes?


The Commission should adopt the class cost of service study developed by Public Counsel witness James Busch in his direct rate design testimony.

3.
Rate Design: How should the Commission implement any revenue-related change it orders in this case?


Public Counsel believes the Commission should impose at a maximum, revenue shifts equal to one-half of the revenue neutral shifts indicated by Public Counsel’s class cost of service study.  These shifts are discussed in the direct testimony of Public Counsel witness Hong Hu.  Public Counsel also believes that no customer class should receive a net class rate revenue decrease when there is an overall revenue requirement increase.

4.
Large Customer Demand Revenue: What level of large customer demands should be used to compute current revenues?



It is Public Counsel’s understanding that this issue is no longer contested.
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