
ROBERT J. HACK 
SENIOR A1'TORNEY 

May 2, 1997 

Mr. Cecil I. Wright 
Executive Secretary 

• 

Missouri Public Sen'ice Commission 
P.O. Box360 
Jefferson City, MO 65102 

Re: Case No. G0-97-301, Missouri Gas Energy 

Dear Mr. Wright: 

• 

Enclosed for filing in the above-referenced case are an original and fourteen (14) conf01med 
copies of a Request by Missouri Gas Energy for Additional Time to Respond to staff Recommendation. 
Please stamp as "filed" the extra copy that is enclosed and return it to my office in the enclosed self­
addressed stamped envelope. 

A copy of this filing has been mailed or hand delivered this date to the Office of the Public 
Counsel. 

Thank you for your attention to this matter. 

CC: Douglas E. Micheel 
~W.Steiner 
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IEFOIE 1HE PUIIUC a&rw::& CO.-IC 

OF 1HE STATE OF MISSOURI I 

In the madter of the~ 
Missouri Gas Energy, a mv~m 
Southern Union Company, for the 
issuance of an accounting order 
relating to gas safety projects. 

) 

) 
) 
) 

REQUEST BY MISSOURI GAS ENERGY FOR ADDITIONAL TIME TO 
RESPOND TO STAFF RECOMMENDATiON 

Comes Now Missouri Gas Energy (MGE). by and through counsel, and in 

support of this Request for Additional Time to Respond to Staff 

Recommendation respectfully states the following: 

1. MGE filed this application for an accounting authority order on 

February 4, 1997. The Commission's Staff recommended conditional approval 

by memorandum dated April 11, 1997, and filed April 14, 1997. The 

recommendation of the Commission's Staff was not received by MGE in its 

offices until April 21, 1997 (See Appendix A attached hereto). On Thursday May 

1. 1997, MGE received notice that the Commission intended to take up this 

matter at its May 2, 1997, agenda session. 

2. MGE respectfully requests that the Commission defer its 

consideration of this matter and that MGE be permitted until May 9, 1997, to file 

response to the recommendation of the Commission's Staff. Staff counsel 

has been 8dvised of thjs request and has expreaHd no objection. No party will 

pr~ ;t the Commission grants this r4tquest and the Commission will 



----------------------~·~~~_, ____ _ 

• benefit by being mont 

Furthermore, given the .--;-.u 

Commission's Staff, MGE 

response is fair. 

• 

3. MGE' s initial review of the recommendation 

Staff indicates three matters that either need clarification or are in dispute First, 

MGE believes that it needs to clarify Its understanding of the Staffs 

recommendation regarding amounts deferred pursuant to the Commission's 

order in Case No. G0-94-234 (at page 5 of the Staff Memorandum) which were 

not reflected in the rates fixed by the Commission in Case No. GR-96-285. 

Second, MGE disputes, and if permitted the requested time will address and 

refute, the Staff's assertion (at page 4 of the Staff Memorandum) that the 

Commission need not, and by implication should not, specify a carrying cost rate 

for MGE to use as it books these deferrals of costs associated with gas safety 

investment after the plant has been placed in service. Third, MGE disputes, 

and if permitted the requested time will address and refute, the Staff's assertion 

(at page 4 of the Staff Memorandum) that, should the Commission choose to 

specify a carrying cost rate, MGE's current Allowance for Funds Used During 

Construction (AFUDC) rate is appropriate and compensatory for MGE to use 

fOf a carrying COlt rate as it books these deferrals of costs associated with gas 

Mety inv8$tment after the plant has been placed In service. 



• benefit by being more 

Furthefmore. given 

Commission's Staff, MGE submits 

response is fair. 

3. MGE's initial review of the ieccmmendation of the Commission's 

Staff indicates three matters that either need clarification or are in dispute. First, 

MGE believes that it needs to clarify its understanding of the Staffs 

recommendation regarding amounts deferred pursuant to the Commission's 

order in Case No. G0-94-234 (at page 5 of the Staff Memorandum) which were 

not reflected in the rates fixed by the Commission in Case No. GR-96-285. 

Second, MGE disputes, and if permitted the requested time will address and 

refute, the Staffs assertion (at page 4 of the Staff Memorandum) that the 

Commission need not, and by implication should not, specify a carrying cost rate 

for MGE to use as it books these deferrals of costs associated with gas safety 

investment after the plant has been placed in service. Third, MGE disputes, 

and if permitted the requested time will address and refute, the Staff's assertion 

(at page 4 of the Staff Memorandum) that, should the Commission choose to 

specify a carrying cost rate, MGE's current Allowance for Funds Used During 

Conetruction (AFUDC) rate is appropriate and compensatory for MGE to use 

for a carryPng cost rate as it books these deferrals of costs associated with gas 

Nfety ;nvntmem after the plant has been placed in service. 



• • 

Wherefore MGE respectfully requests that the Commissjoo permit MGE 

to file its response to the Staffs recommendation on May 9. 1997, and defer its 

consideration of the merits of this matter until after that time. 

Respectfully submitted, 

'l-
Senior Attorne 
Missouri Gas Energy 
3420 Broadway 

#36496 

Kansas City, Missouri 64111 
(816) 360-5755 
FAX: (816) 360-5554 

CERTIFICATE OF SERVICE 

The undersigned attorney hereby certifies that the foregoing was hand 
delivered or served via U.S. Postal Service this 2d day of May, 1997, upon: 

Mr. Roger W. Steiner Mr. Douglas E. Micheel 
Missouri Public Service Commission Office of the Public Counsel 
P.O. Box 360 P.O. Box 7800 
Jefferson City, MO 65102 ~efferson Cr 65102 

~~tb" Attorney 

-------------------------------,,--~~c,_,,,,_,_,_ 
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TO: Missouri ~ t.:cmnrm>~oo ,._.u,,~ 
Case No. 00·91-301 
Missowi Gas Energy 

FRO.\t Chuck Hyne::::m 
Accounn::g D~;:"·:.!~r:1~:1t 

APR 1 .: 1997· 

UlSSOURI 
Pt!SUC SE::iViCE COMMISSiON 

• 
,~ -- --~ /. / 
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t ' / ... ,.I ~~·< ... I I,_, ,·,.. r; . .,. ,'~~,.. ~· ·- ,.,-
.,vyV;.~ :.- - . .::.. <:.~ '- , : ·' . 1 I 

Utility Services Division: Date r-' ,_ ,.-- D uencrat Counsct s Umce. ·ate 

S1JBJECT: StaffRecornrnendation for Conditional Approval of Accounting Authority Order for 
costs incurred in complying with the ComrrJssion 's Gas Safety Rules 

DATE: April 11, 1997 

On February 4, -1997, Missouri Gas Energy (.\-1GE or Company), a diYision of Southern 'C'ruon 
Company (Southern Union), filed an Application for an accounting- authority order (AAO) 
authorizing the deferral of costs related to its gas safety program. MGE maintains the At...O is 
necessary because the expenditures associated with itS gas safety program are significant. 
extraordinaiy, have not been reflected in t...t:le rates being charged for gas ser\'ice. and are the result 
oftbe unusual event of the e:Jactment of the re\ised gas safety rules by the Commission in 1989. 

::: .. _..,; j. 1·,. ..:,..,- \1GE ,. ... k ,. ·~-: d ~ t.Q .:....,_ -~ ... C --:~.:-- · -: ..... s. ·i'P·J...a ..... ~... Sc- s :;:>wriTtl~:·On an an.-. ....... ...... 0 .. ;.. .••. ~.~..- •• IU 

cef:: and book to Account I 86.1. bet;L!ling F ebrua:-y I, i 99'. anc con:-'.nuirig 
through the effective date of the Com.mission's Report and Order in ~1GE's next 
ge:Jc:al rate case. depreciation expense. property taxes, and carrying costs at tbe 
weiJbMd average cost of capital tbe Commission found as appropriate for MGE in 
C. No. GR-96-28.5. that being 9.46%, on tbe costs incurred to remove and replace 
or repair facilities located in mobile home parks, to remove and replace Company­
o"WHd IDd cu.ttomcr·owr.u:d service aud yard, lines, to move and reset meters in 
~ ~ 10 tlll'WVe ameS replace cast imD mains, and to remove, replace 
ad ~I)' pot~ct biB steel maiu. with the de{trreef amounts to be computed 

,._ ,~ m Nn'ke bq:bmma on 0e101m 31, 1996. 
. ' 

~~~(~ MGJ! ~ ~ ~eouftmw.km ~~the ripiaory uscts reeorded by MGE 
..., fh AAO ..-.s m Cu. No. Q0..94 .. l34 for·me ~ of November 1, 1996 thr~ush 
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MO PSC CASE NO. 
O~~CASEALEF~L-~~"~~~ l 6 

January~ l, 1997. which were Dot mcJilM14:ll:l 

. may continue to be recorded ~ MGE as Y'f>ff~~~:~u.n:n.? 
MGE may request rate recovery of such as..~s it n~'t r:ate nn:)C!i"~:~n~ 
Request No. 5 in this case. MGE stated that federa) En~rgy 
2 now allows for recording ofreg..:'iatory asse:s i:.1 Accc':.l:it 'So. J 81.3. Other Regulatory Assets. and 
MGE proposes to account for tbe gas safe:y prog:-a."7! defe:nis in .-\c~ount 'So. 18.':.3. The Su:.i:f 
agrees that Account ~o. 182.3 is the correct account in \vhich to book a regulatory asset created by 
safety program deferrals. 

MGE's current rates reflect recoYerj of costs asso~iated with two sepa:-ate safety program deferrals. 
As a result of Case '!'\o. G0-9.2-185, }'v1GE is recei\mg a rerurn on $6.371.1.27 included in rate base 
and recovering an annual amount of S3 75,693. As a result of Case 'So. G0-94-234. MGE is 
receiving a rerum on $1 1,496,93 7 included in rate base and. recoYering an annual amount of 
$574,847. 

In response to Staff Data Request ~lo. 4 in this case, ~1GE estimated that it v.ill invest approximately 
S22million in .Mains and Ser\'ices from February 1, 199i through March 31, 1998. MGE estimates 
that the total deferral for canying costs, property taxes and depreciation expense will be 
approximately S 1.9 million on this investment. 

Staffbelieves there are four issues that need to be addressed in MGE's Application; These issues are: 

1. ., 
... 
~. 

4. 

\Vhetber the costs are "extraordinarv'' and meet the Commission's standards for deferral: . . 

\Vhetber the Company's requested deferral period is appropriate: 
The appropriate deferral rate: and 
\\ be:ber the Comllission should confu-m that the regulatory ::.ssets deferred under the At...O 
granted in Case ~o. G0-94-234 rnzy continue to be recorded as reguiawry assets and •hat 
MGE may :equest rate recovery of tbese asse:s in its ne)..1 rate proceedirg. 

Reqr.Jests for A.AOs concemi.'"lg g:as saf.!ty-related ccs:s have been gra:.:ed by the Com1nission in :he 
fono""inJ cases: 

Cas ~o, 
G0·90·3l 
00·90-115 
Q0 .. 9()..lJ5 

Co.mp..w,: 
Kansas Power and LigC.t Company 
Missouri Public Service 
United Cities Gas CompiWy 
Missouri P1.1biic Service 
Kansas Power and Liibt CompaJJy 
Wes1m:z .ReJOurcesl lac. d/b/a Gas Service 
Miswuri .Gat EnCfBY 
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MO PSC CASE NO. 
OAnOALCASEALE~~~u~.~~~~ 

In its Report and Order Cue No. 
the Cormnission. thee fore. is whether 
Commission finds that ~id expen.~s arc 
complia.."1ce with th~ Corn:nzssion·s £:!5 ~fc:y or\krs ... 

Deferral Period 

• 

In this Application; MGE is requesting a deferral period beg;ru,jng February 1, 1997. and continuing 
through the effective date of the Commission's Report and Order in ~1GE's ne).."t general rate case. 
In response to Staff Data Request No. 2 in this case. the Company stated that it .. has not specified 
a date or month certain in which it would file its ne>..1 rate case". 

In its Report and Order in Case Nos. E0-91-358 and E0-91-360, Missouri Public Service, the 
Commission ex-pressed its concern about the appropriate deferral period for an A..t:....O. On page 8 of 
that Order the Commission stated: 

. . 
The C.ornmission finds that a time limitation on deferrals is reasonable since deferrals 
cannot be.allov~'ed to continue .indefinitely, Jh~ Commission finds that a rat~ case 
must be filed v.ithi.ri a reasonable rime a:fter "the deferral period for recovery of tbe 
deferral to be considered. 

In its Report and Order in Case No. G0-92-185, the Commission required that Kansas Power and 
Liiht Company file for a rate case v.ithin two years of the bcgi.r .. -.ing of t!:e deferral period if it desired 
:o s:=k :e:~ve:y of gas s::.f;!:y costs defe:red unde:- ::;e a~.lt:-:or:::: of :~e .j. •• t~.O. Es:.:.":-lis:Ung a two 
·>:::lr tbe lirr'Jt for f!li.:~ a rate case has be:orne :::e Cor:-... 7-:ss:,.:--:: ·s ::-::.·.:i:ion::.l :.:-::.c:i:e in A~O 
# - • 

applications. Staffbelie•:e.s a similar condition should be piacec on .\1GE ir: :his .A.pp:i.::ltiC':. :equiring 
jt to fiic a rate case within two years of the beginr..ing of the dde:rai p,::riod. if i: wishes to seek 
recovery of the reiUlatory asset created by t...iis A.AO. 

Ia panjrllph 7 of its Application, MGE requested that the deferral period extend through the 
df«dvc date of me Commission's Repon and Order in MGE's nex1 general rate case. The Staff 
..,_ th8 it is appropriate to clarify tbe end of the deferral period relative to the Company's next 
,.... JIIC cue. Hmwvw, Std'bctit:va it would be more appropriate to cutoff the deferral period 
at ftc 1M daw of the COD'lm.itJkm•s test yar (mcludinJ an update aodlor trUe-up period). Staff's 
ilpfrotdl ~ dow for m appropriate matehioa of rate buc, rcveoua and expenses in the test 
JflfJit tAN NXl m. cat. It d ~Uo. elimmate the requirement or pm::eived requiremCDt for a 
-..,to ~r•• ~to 'dcfc costs i:ocwrld d\c the end of the rate case tat 

ht prior to th a of me dlf~· ~ J]*ified iD tbc Commiuioa't MO .. 
'""' Ji' 

" 3 " . 
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MO PSC CASE NO. G0-97-301 
OmCIAL CASE FlLE MEMORANDUM.. PAGE 4 

Staff~ not~ any logical or praaial ~few 1 period up to 1M~ 
date of the Commis~ ·s Report and Order in s nte case. This approaeh only creates met~ 
accounting problems as inust."'ated in MGE's Application in this proceeding. lf a Company wishes 
to continue the deferral of costs, it can simply apply for another A,A,.O suning oo tbe day after the 
end of the Commission's test year in its iast rate case. for the reasons dcscnbcd abo,·e. Staff 
recommends that the deferral period in this AA.O be cutoff a! the last &y of the Commission ·s test 
year (including the update and! or true-up period) in ?v1GE's next rate case. In addition. no recovery 
of deferred safety costs should be allowed in subsequen! r2te proc::edi::gs if ~1GE does not file a rate 
case within two years ofthe beginning of the deferral pe:i0d :mthor.z;;.:i as a r;;sult of this Application. 

Deferral fCaming Coca) Rate 
In its Application in this case. MGE is requesting a ca."7ying cost rate of9.46% to be applied to its 
investment in safety-related plant (serYices and mains). Tnis rate is the weighted aYerage cost of 
capital approYed by the Commission in MGE's most recent rate case. Case 1'o. GR-96-285. 
However, in respo~se to StaffData Request ~o. 3 in iliis case. :\·1GE could not identify its specific 
cost of financing its safety program. 

In Case No. GR-96-285, the Company argued that its deferrals resulting from previous gas safety 
A .. A.Os should be included in rates based upon a defe:ral rate that equaled an overall rate of return 
ordered by the Commission in a previous rate proceeding. Staff opposed MGE's position on this 
issue and argued that the deferral rate for ratemaking purposes should be equal to !\1GE 's current 
Allowance for Funds Used During Construction (.A.FCDC) rate. 

On page 50 of its Report and Order in Case ~o. GR-96-285, (under the heading Safety Program 
Deferrals. Carrving Cost Rate). the Commission stated: . , - . 

The Cor:urJssion :fbds in favor of Staff on this issue beca1.:.se tbe Staffs proposal 
s~ows a ca.--rying cost which is more reflective of tbe actual canyir.g cost associated 
witb 6: gas safery line repiacements. 

ro~ Corr...-Jssior. has oot al'.;.·a·.·s s-.ed:1ed a ca.'":"'.·b~ cost r~te to ~e 1-:::ed when it has a-.nroved 
' t:' , - r'a 

-n!"~"'lk'1t~, ..... gzs saf::y A.;O .applications. S~aff beiieves that the l:!.nguage in the Commission's GR-96-
:SS Order pro\·id:s sufficient guic!ance for ?v1GE to s:iect an appropriate carrying cost rate for its 

prosram def::rals. However .. if tbe Commissiml determines tbat it should reference a specific 
order. it should sp::ciry that the car.ying cost rate should be equal to the Company's 

u~~. ccmsis\ent '"'·im the Staifs position and the Commission's Order io Case :So. 
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OfflOALCASE 

Staff~ 
Initial Brief in case. 
November J 996 forn'ard in 
seek reco\'cry 
pro~ccding··. 

Staff is not con\inced th:lt additional h::gu.:ge in:;;~ _.1_,;.0 issud i:: :.::is c::s~ is ncc~ss:::-y. Howe\ er. 
St ":lC:jc ~o· L-..~-'\""''t.:.·'~ t ..... ;- ... ht~~.,(~ "··-,...,..~~~~'"~ _ ... ,_.c:_:-_ ~ \1r.,!.:·~ _,.-~~,-· ,.:.... ...... :. ,..........,\. c·,-·~'""'1·,, ·~-\ ........... ~,-~ 

~!.J. ~ "~ I. ~i- .... '-'..;1--'1...,0. .. t.J -.. .~: .... -\..~ ... ,:. !..:. .. ~.:---.:.'- \..\.i& ...... ~ .. ····= .. J.'-1- ~ .:;- ...... --~· .... ~ ..... ~ .. ;-. '-·· .. ~··-- :.- .i.\o.'-'-•'--* 

and seck fur..::e rate r~coY~::"· of the r~g:..!l:2!0:y ~ss~:! j~f:::r~C :..:::..:!~:- G0-9~-23~ :~,r :~~ period 
~overnber I. 1996 throt:gh January 31. 1997. 

Recommendation 
Based on the above analysis, and subject to the conditions described below, Staff recommends that 
the Commission approve .MGE's request for an AA..O for costs incurred in compliance with the 
Commission's gas safety rules. In addition, the Staffhas no objections to inclusion in the Order of 
the language in Item No.4 below, if the Commission so detennines that inclusion of this language 
in the A.A.O is necessary and appropriate. 

The Staffrecommends that the Commission's Accounting Authority Order state: . 

. :·I.. .. 
. . 

That MGE ·is authorized ·to defer and book·. to ·Accoun·t .182.3, beginning 
February 1. 1997 and continuing tbiough the last date ofthe Commission's test year, 
including any update on true·up period. in MGE's next rate case. depreciation 
e~-pense. property taxes. and actual carrying costs incurred to remove and replace or 
repair facilities located in mobile home parks, to remove and replace Company·0\\1led 
and customer 0\\1led sen ice and ya:d lines. to mo•:e and reset meters L'1 cormection 
there· .... ·itn. to remo"e and re?iace cast iron m::.i::s. and to remo\'e, re?lace. and 
ca:bodfc::.!!y ;:'Z'Otect bare steel i:'lai~s. with the de:"e:-:-ed amounts to 1:-e computed on 
pla::Jt piaced L'1 sen ice begino.ing on Feb;--;.!a.··y J. i ~~-. 1fno rate case is flied ~y ~1GE 

' " 1 .. ' 1909 " . ' ll . ., -1 • on or cerorc anuary ., 1. ., • no re:o\ e:y or tees~ cos:s saa oc ::.JJowe .... m any 
subseque~t rate czse unless said cos:s we:e. in whoie or par!. incu::-ed i:; the approved 
test year. 

2. That nothing m tbis order shall be considered a finding by tbe Commission of the 
reuooabieness of tbe c:osu and/or expenditures deferred in this proceeding, and the 
Comrnw:ioo reKrVes the right to coosider the ratemakina treatment to be afforded all 
ddmcd co:Rs mor cxpmxlirurcs, meludins the resulting cost of capital incurred in 
~~the Comp&D,Y'J ps safety proJnU11. 

n. MOE it diflclcd bnby to~ dcufJed mpportinJ work papm relatiris to 
of aeb icn book~ to Aeeount ~o. l 82.3 md my capital com 
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Copies: 

boobdtocapD~~mftPdtc ~· ,.......~ 
In addition., MGE shalt devdop ~ ~ ~deW~ to llow dte 
calcu1ation and subsequent audit of the ._-nml cmyiDa costs inaurcd iD ~ its 
gas safety program. 

4. Toat MGE may continue to record as regulatory assets the deferrals of carrying costs, 
property taxes and depreciation expense under G0-94-234 for the period 
November 1. 1996 tbrou2b Janua."V 31. 1997. and rn.av reauest rate recoverv of such - ,., ~ . " ., 
assets in its next rate proceeding. 

Director - Utility Operations Division 
Director - Policy and Planning Division 
Director- Utility Senrices Division 
General Counsel 
Manager of Accounting - Utility Services Division 
Office of Public Counsel 
Robert J. Hack- Missouri Gas Energy 


