BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF MISSOURI

In the Matter of Laclede Gas Company’s Tariff
)
Case No. GR-99-315

to Revise Natural Gas Rate Schedules

)    



REQUEST REGARDING ACCOUNTING ADJUSTMENT

TO IMPLEMENT DEPRECIATION RATES 


COMES NOW Laclede Gas Company (“Laclede” or “Company”) and files this Request Regarding Accounting Adjustment to Implement Depreciation Rates, and in support thereof, states as follows:

1. The Commission discussed this case in its December 2, 2004 Agenda Meeting.  The Commission’s discussion touched on a concern that implementation of new depreciation rates must take effect immediately in order to avoid a finding of mootness.  Laclede is concerned that an order that serves only to increase its expenses will, in effect, penalize the Company for prevailing on its long-contested position.  Laclede files this pleading to address both the Commission’s and the Company’s concerns.

2. At the outset, the suggestion that a Commission order must take immediate effect or be moot is incorrect.  There is no doubt that the Commission can issue an order that delays or defers implementation to a later date.  For example, in Laclede’s most recent rate case, Case No. GR-2002-356, the Commission issued an order on October 3, 2002, approving depreciation rates that would not become effective until January 1, 2003.  The Commission has issued orders approving deferred implementation of rates and other terms on numerous other occasions.  (See Re: Central Telephone Company of Missouri, 22 Mo. P.S.C. (N.S.) 347 (1978); Re: Citizens Telephone Company of Higginsville, Missouri, Inc, 2 Mo. P.S.C. 3d 337 (1993); Re: Request for Suspension and Modification of Fed’l Commun. Comm’n Rules Regarding IntraLATA Dialing Parity, 6 Mo. P.S.C. 3d 291 (1997).
3. Nevertheless, there is a way to make an immediate change to Laclede’s depreciation rates without any adverse impact on either Laclede or its customers.  Specifically, the Commission can order that Laclede immediately implement new depreciation rates consistent with Laclede’s initial proposal in this case – an accounting adjustment that will increase Laclede’s booked depreciation expense. At the same time, however, the Commission should also order that Laclede make a corresponding accounting adjustment to decrease the amount that Laclede currently books to net salvage expense as a result of the prior implementation of Staff’s approach of reflecting net salvage costs as an expense item.  If the Company is not directed to make this corresponding offsetting entry, Laclede will effectively be booking an expense twice: once to depreciation expense and once to net salvage expense.  Double-booking expenses will only serve to penalize Laclede by decreasing its net income.  It would be inequitable to penalize Laclede for prevailing in its net salvage argument by ordering a double-booking of expenses that artificially reduces the Company’s income. 

4. In this case, the net salvage issue was valued at $2.3 million.  (Exh. 23, page 7, Tr. 1279-80).  The Commission should therefore issue an order approving Laclede’s request in this case to increase its depreciation rates as necessary to generate an amount of additional depreciation expense equal to $2.3 million annually, with a corresponding credit to the depreciation reserve account.  The order should also direct Laclede to reduce its net salvage expense by an amount equal to the additional depreciation expense generated by the increases in the depreciation rates, with a corresponding debit to the depreciation reserve.  These accounting adjustments reflect a return toward accrual accounting of net salvage for this amount.

5. By ordering these accounting adjustments, the Commission can solve both concerns referred to above.  First, the Commission’s order could be implemented upon the effective date, eliminating any concern the Commission has over mootness on this point.  Moreover, recognizing net salvage costs as part of the depreciation formula rather than continuing to treat it as a separate net salvage expense would be consistent with a return toward adoption of the Standard Method, and would further represent meaningful relief.  Second, offsetting expense adjustments would neither depress nor boost Laclede’s net income, thereby avoiding a punitive effect on Laclede for prevailing in its argument on net salvage.  This neutral effect on Laclede’s income is just and equitable, especially in light of the fact that there will also be no change to customer rates.

WHEREFORE, Laclede Gas Company respectfully requests that the Commission issue an order approving the Standard Method for calculating depreciation, which includes accrual of future net salvage costs, directing Laclede to increase its depreciation rates and booked depreciation expense by $2.3 million annually, with a corresponding credit to the depreciation reserve account, and further directing Laclede to decrease its net salvage expense by an amount equal to the additional depreciation expense generated by the increases in the depreciation rates, with a corresponding debit to the depreciation reserve.  
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