STATE OF MISSOURI
PUBLIC SERVICE COMMISSION

JEFFERSON CITY
December 14, 1999

CASE NO: GR-99-315

General Counsel Office of the Public Counsel

Missouri Public Service Commission P.O. Box 7800

P.O. Box 360 Jefferson City, MO 65102

Jefferson City, MO 65102

Gerald T. McNeive, Jr.Michael C. Ronald K. Evans/Susan B. Knowles
Pendergast/Thomas M. Byrne Union Electric Company d/b/a AmerenUE
Laclede Gas Company 1901 Chouteau Avenue

720 Olive Street P.O. Box 66149 (MC 1310)

St. Louis, MO 63166-6149
St. Louis, MO 63101 outs

Diana M. Vuylsteke John D. Landwehr
Bryan Cave LLP Cook, Vetter, Doerhoff & Landwehr, P.C.
211 N. Broadway - 231 Madison Street
St. Louis, MO 63]02-2750 Jefferson City, MO 65101

»
Robert C. Johnson Richard P. Perkins
720 Olive Street, 24™ Ficor \Diekemper, Hammond, Shinners, Turcotte

St. Louis, MO 63101 and Larrew, P.C.
7730 Carondelet, Suite 200
St. Louis, MO 63105

Enclosed find certified copy of a REPORT and ORDER in the above-numbered case(s).

Sincerely,

A i L5

Dale Hardy Roberts
Secretary/Chief Regulatory Law Judge
Uncertified Copy:
Lawrence O. Thomas
Director, Financial Analysis
Mississippi River Transmission Corp.
525 Milam Street
Shreveport, LA 71101



-

I') I

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. ) (Tariff No. 9900536}
Issue Date: December 14, 1999

Effective Date: December 24, 1999




— —

BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF MISSOURI

In the Matter of Laclede Gas Company’'s Tariff } Case No. GR-95-315
to Revise Natural Gas Rate Schedules. ) (Tariff No. 9900536)
APPEARANCES

(lerald T. McNeive, Jr., Senior Vice President-Finance and General Counsel,
Michael C. Pendergast, Associate General C(ounsel, Thomas M, Byrne,
Associate Counsel, and Ellen L. Theroff, Assistant General Counsel, Laclede
Gas Company, 720 Olive Street, St. Louis, Missouri 63101, for Laclede Gas
Company.

Ronald K. Evans, Managing Associate General Counsel, and Susan B. Knowles,
Attorney, Ameren Services Company, One Ameren Plaza, 1901 Chouteau Avenue,
Post Office Box 66149 (MC1l310), St. Louis, Missouri 63166, for Union
Electric Company, d/b/a AmerenUE.

Diana M. Schmidt, Bryan Cave LLP, One Metropolitan Square, 211 North
Broadway, Suite 3600, St. Louis, Missouri 63102, for Adam’s Mark Hotels,
Alcoa Foil Products {(Alumax, Inc.), Anheuser-Busch Cos., Inc., The Boeing
Company, Ford Motor Company, General Motors Corporation, Hussmann
Refrigeration, MEMC Electronic Materials, Inc., Monsanto Company, Paulo
Products Company, Procter & Gamble Manufacturing Company, and Ralston
Purina Company (the “Missouri Industrial Energy Consumers”).

Robert C. Johnson, Attorney at ZLaw, 720 OQlive Street, Suite 2400,
St. Louis, Missouri 63102, for Barnes-Jewish Hospital, DaimlerChrysler
Corporation, Emerson Electric Company, and SSM HealthCare (the “Missouri
Energy Group”}.

John D. Landwehr, Ccok, Vetter, Doerhoff & Landwehr, P.C., 231 Madison
Street, Jefferson City, Missouri 65101, for MRT Energy Marketing Company.

Douglas E. Micheel, Senior Public Counsel, Office of the Public Counsel,
Post Office Box 7800, Jefferson City, Missouri 65102, for the Office of the
Public Counsel and the public.




Thomas R. Schwarz, Jr., Deputy General Counsel, Marc D. Poston, Senior
Counsel, Cliff B. Snodgrass, Senior Counsel, David J. Stueven, Assistant
General Counsel, and Nathan Williams, Assistant General Counsel, Missouri
Public Service Commission, Post Office Box 360, Jefferson City, Missouri
65102, for the Staff of the Missouri Public Service Commission.

REGULATORY LAW JUDGE: Nancy Dippell, Senior Regulatory Law Judge.

Table of Contents
Page
Procedural HiSLOLY .uveeccesosenssstsnsonsssessasssaansssnancssnnass 3
Pending Motions and ExXhiDitsS ....eieennrnnnscncnssncsannroscncannas 5
Stipulation and Agreement ......c.ccvieteivsssssnssisnsasssnnssnsen 7

Discussion of Contested Issues and Summary of the Evidence ....... 10

RetuUrn O EQUiLY .t ittt it ittt ittt e tetsseseeese s eneneanensns 10
Short-Term Debhh . ...ttt e et et et e e 14
Revenue Collection Lag . ... .. tn ittt ee ittt aen s 16
Advertising EXDEeNSE . . . .t u ot e e e e 17
Sunset Period for the SRP Accounting Authority Order .......... 20
Depreciation - Net 8Salvage VAaIUE .. ... ..cirteminconnnennnannnnn 21
Depreciation - Natural Gas Holders .........c.c.uiiuinneneennnann. 23
Off-System Sales REeVEIILE ... ...t timnnenteneeensseennnseennan 24
Service Area Description in Tariff .......... . ... 26
Customer Annualization ........c. ittt it enrencenrrneenns 27

Findings O0Ff Fact ...t eeeeeanossrssestssscsosasscnssosansnssssssnance 28

Return on EQUILY ... i i i e e e e 29
Short-Term Debh ... ..ttt ittt e e e esss st ennanns 29
Revenue Collection Lag ...t iiinar it tteeeeennatoenanassesnnnas 30
AAVEeTrtising EXDeISe . .. ittt e et 31
Sunset Period for the SRP Accounting Authority Order .......... 32
Depreciation - Net Salvage Value . ........c. it iumiminnronnnnnas 33
Depreciation - Natural Gas HoldersS . ....c i inennnnrnnoneennnnn 33
Off-System Sales REVENUE .. .. ...ttt errirenrsssssnnanennns 34
Service Area Description in Tariff ...... ... ... 34
Customer Annualization ........ ... i e 35
Conclusions OF LAW . ..iieeectsssassansosssssssscccsssonannnstencsssa 35
Ordered Paragraphs ........-. seesssasrerrssatencans sestsnaaas csrnua 37




REPORT AND ORDER

Procedural History

Laclede Gas Company submitted revised tariff sheets reflecting
increased rates for gas service provided to customers in its Missouri
service area on Jamuary 26, 1999. The revised tariff sheets were assigned
Tariff No. 9900536. The proposed effective date on the tariff sheets was
February 26, 199%. The revised tariff sheets were designed to produce an
annual increase of approximately 6.1 percent ($30.5 million) in charges for
gas service.

The Commission issued an order on February 9, 19992, suspending the
proposed tariff sheets until December 26, 1999. In that order the
Commission alse established a deadline for interventions and established
a procedural schedule. On April 29, 199%9, the Commisgsion issued an order
granting the applications to intervene filed by Union Electric Company,
d/b/a AmerenUE (AmerenUE), the Missouri Industrial Energy Consumers,*
MRT Energy Marketing Company, the 0il, Chemical & BAtomic Workers,
Local 5-6, and the Missouri Energy Group.?’

A recommendation was filed by Laclede on March 11, 1%99%,

concerning the test year. Laclede also requested a true-up audit and

! The Missouri Industrial Energy Consumers is comprised of the

Adam’s Mark Hotels, Alcoa Foil Products, Anheuger-Busch Companies, Inc.,
The Boeing Company, Ford Motor Company, General Motors Corporation,
Hussmann Refrigeration, MEMC Electromnic Materials, Inc., Monsanto Company,
Paulo Products Company, Procter & Gamble Manufacturing Company, and Ralston
Purina Company.

! The Missouri Energy Group consists of Barnes-Jewish Hospital,
DaimlerChrysler Corporation, Emerscn Electric Company, and SSM Healthcare.



hearing and filed its direct testimony. AmerenUE, Public Counsel and Staff
all filed responses or recommendations regarding the test year.

On April 29, 1989, the Commission issued an Order which
established the test year as the twelve months ending on December 31, 1998,
updated for known and measurable changes through March 31, 1999,

A prehearing conference was held on July 9, 1999. The Commission
solicited comments from the general public wvia public hearings in the City
of 5t. Louis and St. Louis County, Missouri, on August 11, 1999. An
evidentiary hearing was held beginning August 30, 1999%. On September 1,
1999, a Partial Stipulation and Agreement was filed by Staff, Laclede,
AmerenUE, MIEC, the Missouri Energy Group, and Public Counsel, On
September 3, 1999, the same parties filed a First Amended Partial
Stipulation and Agreement (Stipulation). On September 13, 19%%, Laclede
filed additioconal information as provided in paragraph 12 of the
Stipulatiom.

An Order Establishing True-Up Audit and Hearing was issued on
September 12, 1999, setting the true-up audit through August 31, 1999, and
setting the hearing date. A True-Up Hearing was held on October 7, 1999.
Initial Briefs were submitted on October 15, 1999, and Reply Briefg were
submitted on November 1, 1999.

During deliberations, the Commission ordered that Staff, Public
Counsel, and Laclede submit responses to six revenue requirement scenarios.
The Commission also indicated that other parties would be allowed to file

responses to the scenarios. Scenario responses were received from Staff




and Laclede Gas Company on December 10, 1999. 1In addition, Staff indicated

that Public Counsel concurred with Staff's scenario calculations.

Pending Motions and Exhibits

At the hearing, Exhibits 113 (Information on Residential Customer
Usage), 114HC {(Studies Regarding the Efficiency of Homes Customers are
Moving Into), 115 (Values of Stock in the Last 12 to 24 Months), and 117
{Return on Equity of Other Missouril Gas Companies) were recuested by the
Commission and submitted by the wvarious parties.

Exhibit 125HC was reserved at the hearing at the request of the
parties for relevant portions of the record from the Commission's Case
No. GT-99-303. That exhibit was received by the Regulatory Law Judge on
September 17, 1999. A Notice of Briefing Schedule and Response Time was
issued on September 15, 1999, which instructed the parties that responses
to Exhibits 113, 114HC, 115, and 117, and cbjections o¢of Staff to
Exhibit 116, were to be filed no later than September 17, 1999. That
notice also stated that responses to Exhibit 125HC were due by
September 17, 1999. A later notice was issued allowing the parties until
October 1, 1999, to file responses to Exhibit 125HC.

A response to Exhibit 117 was filed by Laclede. In its response,
Laclede states that it does not object to the Exhibit 117 per se, but it
doces not believe the information to be factually or conceptually accurate.
No other responses or objections were filed related to those exhibits.

Exhibit 116 (Deposition of David Broadwater) was received at the
hearing subject to written objections to be made by the Staff. CObjections

were filed on September 1, 1992, and a response by Laclede was filed on



September 30, 1999. An Order Regarding Cbjections to Exhibit 116 was
issued on October 12, 1999, which sustained some of Staff's objections and
struck from the record portions of that exhibit. The order alsc overruled
some of Staff's cobjections.

On November 12, 1999, Laclede filed a Motion to Strike and Request
to Take Administrative Notice. Laclede moved to strike portions of Public
Counsel's Reply Brief at pages 4 and 7 which referred to the Commissicn's

Report and Order in Case No. GR-96-193 as published at Re: lLaclede Gas

Company, 172 P.U.R.4th 83, 88 (1996). Laclede objects to these portions
of Public Counsel's Reply Brief because "the cited language . . .in Case

No. GR-96-193 was rendered by the parties as part of a Stipulation and
Agreement." Laclede argued that it is not consistent with the parties!
agreement in GR-96-193 to make this argument. In the alternative, Laclede
argued that the references support its position on the return on equity and
short-term debt issues.

Laclede also stated in its motion that Staff and Public Counsel
argued for the first time in their Reply Briefs “that lLaclede's proposed
off-system sales revenue amount of $900,000 should be rejected because it
ig based on an estimate for the 1998-1999 timeframe." Laclede requested
that the Commission take administrative notice of Laclede's November 4,
1999, GSIP Monitoring Report filed in its PGA case.

On November 18, 1999, Public Counsel filed a response to Laclede's
motion and Staff filed Suggestions in Opposition of Laclede Gas Company's
Motion to Strike and Request to Take Administrative Notice. Public Counsel

argued that the citations to GR-96-193 in its Reply Brief should not be




stricken because they are properly used to rebut claims made by Laclede
that Public Counsel's recommendaticns in this case are not consistent with
past actions of the Commission. Public Counsel also argued that "[t]lhere
is nothing inappropriate about pointing out® that Laclede's c¢laims are an
estimate. The Staff made similar arguments. The Commission agrees with
" Public Counsel and Staff that the $900,000 is an estimate of the off-system
sales revenue for the 1998-1999 period. Public Counsel's argument merely
goes to the weight this fact should be given by the Commisgion in the
evaluation of the evidence. Therefore, the Commission denies Laclede's
motion to strike those portions of Public Counsel's Reply Brief.

Both Staff and Public Counsel also state that Laclede's request
for the Commission to take administrative notice of the GSIP Monitoring
Report 1is an attempt to supplement the record contrary to 4 CSR
240-2.110(10). The fact that the $9%900,000 was an estimate has been
established. The only purpose for the Commission to take notice of the
GSIP Monitoring Report would be to use the facts in the report to make a
decision in this case, which would c¢learly be inappropriate. Therefore,
the Commission determines that lLaclede's request to take administrative

notice should be denied.

Stipulation and Agreements

Staff, Laclede, Public Counsel, MIEC, AmerenUE, and the Missouri
Energy Group filed the Stipulation on September 3, 1999, which superseded
the Partial Stipulation and Agreement filed on September 1, 1999. In
accordance with paragraph 12 of the Stipulation, Laclede filed additicnal

information related to the rate design, class cost of service, and related
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tariff issues. The Stipulation is attached to this Report and Order as
Attachment A and the additicnal filing made on September 13, 1999, along
with its cover letter is attached as Attachment B. No objections to the
Stipulation or requests for hearing were filed and so the Commission will
treat the Stipulation as unanimous pursuant to 4 CSR 240-2.115.

The Stipulation provides for the resolution of many issues. The
signatories agreed to the following:

1. That the revenue requirement amounts reflected on Attachment 1 of the
Stipulation accurately reflect the impact on Staff's case on the
issues that have been resolved. These amounts assumed a return on
equity of 2.5 percent and were exclusive of any applicable license,
occupation, franchise, gross receipts taxes or other gimilar tax or
taxes.

2. That depending on the Commission’s decision, adjustments may need to
be made to any revenue requirement amcounts granted to Laclede in
connection with: {a) Laclede prevailing on any of the remaining
contested issues; (b) for any amount as a result of the true-up
hearing in excess of the initial true-up allowance of $7,341,000 as
alleged in Staff's case; and (c) adjustments to the dollar values to
reflect the Commiggion's resolution of any remaining issue affecting
those values.

3. That Laclede shall continue to book, for financial purposes, expense
levels associated with pensions and post-retirement benefits othexr
than pensicns {OPEB) in accordance with Financial Accounting Standards
Board Statements (FAS) 87, 88, and 106, respectively. Laclede's
accounting shall continue to reflect the: {(a) actual market value of
the pension fund assets rather than the market-related wvalue
previously used by Laclede; (b) amortization of any resulting
unrecognized net gains and losses over a five-year period; (¢) use of
the prospective "smoothing" mechanism described in Attachment 3 to the
Stipulation. The gains and losses shall be calculated, on the first
dollar basis, for all pension lump sum settlements, to the extent
permitted by FAS 88. The parties further agreed that the rates
resulting from this Stipulation make provision for recovery of pension
costs on a FAS 87 and 88 basis for all qualified pension plans and
recovery of OPERB costs on a FAS 106 basis.

4. That the OPEB, SERP, Y2K, and MGP accounting authority orders (aAOs)
granted by the Commission in Case No. GR-98-374 shall be terminated
effective August 1, 1999, subject to certain conditions as listed in
paragraph 4 of the Stipulation. These conditions include the




10.

11.

12,

establishment of regulatory assets, the amortization of those assets,
the agreement not to propose the exclusion of those balances during
the amortization period, the agreement not to propose that the
balances be included in rate base, and the capitalization of costs
subsequent to March 1, 1998, for efforts to make its information
systems and its computerized voice and data systems Y2K compliant.

That Laclede should get an AAQ to continue to defer and book to
Account 182.3 costs for ite Safety Replacement Program (SRP) and the
details of that AAQO as outlined in paragraph 5 of the Stipulation.’

That the Stipulation does not preclude Laclede from £filing an
application requesting an AAQ on any cost or revenue item.

That Laclede shall notify its customers at least twice a year of the
availability of the Insulation Financing Program.

That Laclede shall, for book purposes, be authorized to continue to
normalize certain income tax timing differences by recording and
recognizing in any future rates deferred income tax expense for such
differences, provided that the parties shall have the right to review
and propose a different treatment of such timing differences in
Laclede's next general rate case proceeding,

That Laclede will continue to maintain its books and records so that

any costs that are related to Laclede's unregulated activities and
affiliated companies may be tracked.

That Laclede and Staff will begin a "Project" for the purpose of
investigating the cause and effect of changes in the air temperature
readings observed at Lambert Field as outlined in paragraph 10 of the
Stipulation.

That Laclede will provide Staff with actual customer billing data in
a readable electronic format.

That the class cost of service, rate design, and related issues shall
be resolved in accordance with the terms set forth in Attachment 2 of
the Stipulation and the more detailed description of the tariff terms
filed by Laclede on September 13, 1999.

At the True-Up Hearing, on October 7, 1999, counsel for Laclede

reported that most of the true-up issues had been resolved as stated in

The issue of whether this AAQ should be effective for longer than two

years without the necessity of Laclede initiating a general rate case
proceeding is a contested issue that was not resolved by the Stipulation.




Staff Witness Doyle Gibbs' testimony. The exceptions are the revenues for
customer growth and capital structure related to short-term debt. The
parties stated that they agreed that the true-up revenue regquirement is
$5,139,000 with further adjustments needed for the resclution of the
customer annualization and short-term debt calculationg. Public Counsel
alsc indicated at the true-up proceeding that it agreed with Mr. Gibbs’
testimony regarding the computer maintenance and customer locates.

The Commission has reviewed the agreement as amended and the
additional information related to the agreement. The Comission f£inds the
agreement just and reascnable and will approve the First Amended Partial
Stipulation and Agreement including its attachments and additional

information filed on September 13, 1999.

Discussion of Contested Issues and Summary of the Evidence

Return on Equity

Laclede recommended a return on equity of 12,75 percent.
lLaclede's witnesses presented testimony that its recommendation eguals an
effective market return of approximately 10 percent based on the market
value of Laclede stock over the past several years. TLaclede presented
evidence that the company's actual growth for the 12-month period ending
July 31, 1999, was less than 1 percent of its overall customer base of
approximately 620,000 customers.

Staff Witness Broadwater confirmed that Laclede's service area was

very stable and mature with a heating saturation level of about 94 percent.
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Staff estimated annual sales growth of about 1 percent to 1.5 percent to
be attributed to customer growth.

Laclede's witnesses also testified that the customer growth
Laclede has been experiencing has brought added costs as customers migrate
from the City of St. Louis to the suburban areas. Laclede contends that
the incidence of "urban sprawl" requires it to make substantial investments
in facilities to serve customers that are actually relocating and therefore
not generating new revenues, and to continue to pay for the fixed costs of
its older facilities. Laclede also presented testimony that these
migrating customers are leaving less energy efficient housing in favor of
newer housing with more energy efficient features and appliances creating
a further reduction in usage. Exhibit 113 indicated that the average use
per residential customer had decreased and that the number of residential
customers had increased from 1990 to 1998.

Laclede Witness Qlson testified that unregqulated companies, such
as those included in the S&P 500, have been averaging returns on equity for
the last decade of approximately 18 to 20 percent. Mr. Olson also
testified that compound market returns for these companies have been even
greater. Laclede argued that this change in the capital markets supports
its preoposition that Laclede stock is less attractive to investors than
investments in unregulated companies. Laclede also argued that changes in
the stock market have resulted in an increase in the market-to-hook ratio
for Laclede stock. According to Laclede, this makes it difficult to obtain

a reasonable return on equity result through the use of the traditional

11




method where a market-based return on equity is derived and then applied
to book value.

Laclede presented evidence that the market value of its stock has
¢limbed to a level approximately 1.5 to 1.8 times above its book value,
As a result Laclede illustrates that an investor who requires a 10 percent
return on his investment will receive an effective return of only
6.7 percent based on the market value. 1In the deposition of Staff Witness
Broadwater, an example is provided showing that Staff's recommended
9.5 percent return on equity would yield a return on the market value of
the stock of 6.3 percent.

Laclede's recommended return on egquity of 12.75 percent was
derived, according to Laclede Witness McShane, from an analysis of the
returns being earned or required by other local distribution companies
(LDCs) with adjustments for the differences in risks. Ms. McShane did a
discounted cash flow (DCF) analysis of thirteen LDCs and arrived at an
estimated return on equity of 10.5 percent. Ms. McShane then made an
adjustment to this return for the market-to-book ratio, which resulted in
her 12.75 percent return on equity recommendation.

Public Counsel Witness Burdette criticized Ms. McShane's analysis
because she included a company with Missouri operations in her comparison.
Public Counsel and Staff argued that Mg. McShane’s analysis is c¢ircular
because the comparison of returns is based on companies subject to the
jurisdiction of this Commigsion, which sets their returns.

Staff criticized the market-to-book adjustment that Laclede made

to its DCF analysis. Staff wWitness Broadwater testified that Laclede’s
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DCF model produced a result before adjustments of 10.5 percent which is
very close to Staff’s DCF result of 10.24 percent. $Staff also argued that
the Commission has traditionally rejected such market-to-book adjustments
and it is not consistent with the DCF model.

Staff's recommended return on equity was derived by a DCF analysig
of Laclede. Staff presented evidence that a reasonable growth rate for
Laclede should be from 3.25 to 4.00 percent. This was based on a review
of Laclede's actual dividends per share, earnings per share, boock values
per share, and projected growth rates. Staff used this range of growth
rates in calculating its DCF analysig. Staff's DCF analysis resulted in
its recommendation of 9 to 10 percent return on equity.

Staff further presented evidence that it wverified that its
recommended return on equity would be reasonable for Laclede by conducting
a risk premium analysis, a Capital Asset Pricing Model (CAPM) analysis, and
a DCF analysis for seven comparable companies. The result of Staff's risk
premium analysis showed the average of the risk premium analysis for
comparable companies to be in the range of 9.84 to 11.45 with the average
being 10.8 percent. Staff's risk premium analysis for Laclede resulted in
an estimated return of 10.66 percent. Staff admitted this c¢ould also be
considered a reasonable rate of return. The result of Staff's
CAPM analysis showed that the return on equity for the seven comparable
LDCs fell within the range of 9.66 to 10.23, The result of Staff's CAPM
for Laclede was a return in the range of 9.08 to 9.65 percent.

In Staff's cost of equity analysis, it compared the results of its

DCF analysis with the DCF of seven comparable LDCs. The result of that

i3




analysis produced a DCF cost of equity ranging from 2.44 to 11.07 percent
for the comparable companies, with the average being 10.24 percent. Staff
Witness Broadwater testified that Laclede's DCF analysis of comparable
companies before adjustments and its own DCF analysis of comparable
companies result in wvery similar returns.

Staff also analyzed the reported return on equity and the market-
to-book value of the seven comparable LDCs. Staff's witness testified that
the average return on year-end common equity for the seven comparable
companies was 10.81 percent and the'return on year-end common equity
reported for Laclede for 1998 was 10.8 percent.

Laclede Witness Fallert's testimony attempted to contradict Staff
and Public Counsel's company-specific DCF analysis. Mr. Fallert's
testimony was intended to demonstrate that the DCF analysis produced an
absurdly low required return on equity when compared to returns that have
been authorized or allowed for energy companies in Missouri and elsewhere.
Laclede argued that the company-specific analysis relied upon by Staff and
Public Counsel is not consistent with the legal standard requiring the
Commission to examine the returns being earned by other companies with

comparable risks.

Short-Term Debt

With regard to Laclede's capital structure, the amount of
short-term debt was at issue. The evidence showed that the average short-

term debt over the 12-month period ending March 1999 was $79 million®.

* The actual number was $79,429,667; however, for convenience in this
Report and Order some numbers have been rounded.
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However, Laclede presented evidence showing that it had issued $24 million
in bonds and $25 million in equity in the spring and early summer of 1999.
Laclede argued that the short-term debt calculation should reflect the
annualized effect of these issuances.

Laclede presented testimony that the average monthly short-term
debt balance for the months of June and July 1999 was $35.2 million.
Laclede presented testimony that the short-term debt amount should be based
on a 12-month average with a downward adjustment to reflect the annualized
effect of the two permanent financings issued. Laclede recommended that
the Commission include $29 million in short-term debt. Laclede also argued
that if 8Staff and Public Counsel's recommendations are followed, the
company will be in danger of losing its AA credit rating, because of a
level of short-term debt over 10 percent of the total capital structure.

Staff's evidence included testimony that over the 42-month pericd
from October 1995 to March 1999, Laclede's average daily short-term debt
balances less construction work in progress is approximately $58 million.
Staff Witness Broadwater also testified that the balance over the last
24 months was approximately $66 million and the balance over the last
12 months was approximately $79 million. Staff argued that this shows a
trend in the increase of short-term debt balances of Laclede.

Public Counsel also argued that the $79 million level of
short-term debt should be included. Public Counsel argued that the
coincidental timing of the rate case with the bond and equity issuances

should not be a reason to assume the amount of short-term debt will stay
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at the lower level. Testimony from Public Counsel's witness indicated that

the Commission should consider the 12-month average.

Revenue Collection Lag

The number of days to be considered as Laclede's revenue
collection lag is another issue pending before the Commission. According
to Laclede Witness Buck's testimony, Laclede calculated the most
significant portion of the revenue collection lag, the customer bills to
sales customers, by

dividing average daily billings into the average

receivable balance to yield the number of days of billing

included in receivables. Receivables for the 12 months

ending December 1998 were used. Revenues and other

billing items are an average o¢f the 12 months ending

November, 1998 and December 1999.

This turnover ratio analysis in combination with the other portions of the
lag calculation resulted in Laclede’'s argument that 34.8 days should be the
revenue collection lag. Mr. Buck also testified that the Laclede's revenue
lag time 1s based on actual customer billing and payment data for the test
year.

Mr. Buck testified that 34.8 days 1is a reasonable revenue
collection lag because not all customers pay within the time frames set out
in Laclede’s tariffs. Mr. Buck testified that approximately 5 percent of
Laclede’'s customers are on special payment plans under the Cold Weather
Rule, which significantly increases the revenue collection lag. Ancother
factor that Mr. Buck indicated increases the revenue collection lag is

uncollectible accounts which remain part of the accounts receivable balance

for approximately seven months until they are “written off.”
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Staff argued that Laclede has not shown that its proposed revenue
collection lag period is just and reascnable. Staff recommended that the
Commigsion set the revenue collection lag at 25.4 days. Staff computed
this revenue collection lag based on a sample of Laclede's accounts from
the 12-month period ending February 1998 as used in Case No. GR-98-374.
Staff excluded uncollectible accounts from its sample arguing that Laclede
has an opportunity to recover for thegse bad debts as an expense. Staff
also argued that no other utility regulated by the Missouri Public Service
Commigsion has a revenue collection lag of more than 21 days.

Laclede argued that Staff did not show that its sample was
statistically significant. Laclede also argued that Staff incorrectly
excluded customers with less than 12 months of billing history from its

sample.

Advertising Expense

The arguments regarding the issue of advertising expenses
basically revolved around two themes. . Staff and Public Counsel presented
testimony that the Commission should continue to categorize the
advertisements of Laclede intc five categories under the standards set out

in the case Re: Kansas City Power and Light Company, 28 Mo. P.§.C. (N.S.)

228 (1986) (hereinafter referred to as XCPL). These categories are
general, safety, promotional, institutional, and political. Staff and
Public Counsel's witnesses testified as to which category each of Laclede's
advertisements should £all, and as to the policy reasons for continuing to

categorize advertisements in this manner.
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Laclede argued that the KCPL standard should be abandoned for a
method set out in itg testimony. Laclede argued that the KCPL standard
creates inconsistent treatment of similar advertisements, is unreasonéble
because not all advertisements f£it in one of the categories, and creates
an impossible standard to meet. Laclede Witness Hargraves testified that
Laclede has develcoped an alternate approach. Laclede argued that its
alternate approach would allow it to recover a reasonable amount for
advertising expenses based on revenues.

Laclede proposed that a reasonable amount of advertising expense
for the Commission to allow would be .5 percent of the utility's overall
revenues during the test year or the previcus five to ten years. In
addition, Laclede suggested that the company would only be allowed to
recover actual costs up to the .5 percent amount and would exclude
political advertisements. The testimony indicated that currently the
company spends about .2 percent of revenues on advertising.

In the alternative, Laclede argued that if the Commission
continues to follow the XCPL standard, it should allow recovery of
100 percent of the test year expense for promotional advertising. Laclede
presented testimony that 100 percent of the promotiocnal advertising should
be allowed because customers receive valuable information regarding natural
gas and its relative costs and efficiencies. Laclede also stated that
customers benefit through the spreading of fixed costs if Laclede maintains
or expands its large customer base through promotional advertising.
lLaclede's witness admitted that there is no competition from any other

natural gas company for Laclede's business. However, Laclede argued that
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the promoticnal advertising expenses are necessary because Laclede must
compete for customers with the providers of electricity, specifically
AmerenUE, in its service area. Laclede's witness also admitted that
natural gas and electric companies have been competing for customers for
decades.

Laclede provided two pieces of evidence to support its argument
that the benefit to the customers outweighed the cost with regard to its
promotional advertising. The first of these items was the executive
summary of a 1990 survey {Marketeam survey). The actual survey and its
results were attached to Public Counsel Witness Bolin's testimony. The
survey results included information from 103 of Laclede's customers. Of
those 103 customers, four indicated that advertising was a source that led
them to choose natural gas, whereas cother methods, such as past experience
with gas and friends/other homeowners, received much larger responses.
Public Counsel and Staff argued that the Marketeam survey fails to provide
a causal link between Laclede's promotiomnal advertising and the choice of
natural gas. Public Counsel and Staff alsc argued that there is no
indication of validity of the results in terms of absence of bias or
methods used in conducting the survey.

The second supporting document that Laclede provided was its own
calculations of benefits attached as part of Mr. Hargraves'’ testimony.
Public Counsel and Staff argued that this document is based wholly on self-

serving and unsupported assumptions.
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Staff argued that Laclede must prove a less vague and quantifiable
relationship exists between the cost associated with promoticnal
advertising and its benefits to ratepayers.

Public Counsel argued that the Commission has historically held
that where a company is regulated under traditional rate base/rate of
return regulation, it is the shareholders, not the ratepayers, who should
bear the expense of promotional advertising which encourages the gas and

electric companies to compete. Case No. GR-96-285, In the Matter of

Missouri Natural Gas Energy’s Tariff Sheets Designed to Increase Rateg for

Gas Service in the Company’'s Missouri Service Area.

Sunset Period for the SRP Accounting Authority Order

The Commission in this Report and Order will approve the granting
of an AAC to Laclede for the deferral of its costs of its Safety
Replacement Program (SRP) as agreed by the parties in the Stipulatiom.
However, the issue of when the AAQ should expire was not addressed in the
Stipulation. Staff and Public Counsel argued that the AAO should expire
after a two-year period. Staff Witness Rackers stated that an AARQ should
be used as a means to "mitigate regulatory lag between rate cases, not as
a substitute for or a means to avoid a rate case."

Laclede Witness Fallert proposed a slightly different approach to
the AAO. Laclede proposed that the AAO0 for SRP costs be granted for
three years subject to certain conditions. Laclede suggested that during
this three-year period it would be required to submit reports to Staff and
Public Counsel indicating the amounts being deferred. No less than

gix months before the three-year period expires, Laclede would then be
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required to request that the Commission decide whether the AAC should be
continued beyond the third year without a general rate case f£iling.
Laclede proposes that other parties would have an opportunity to respond
to the request and then the Commission could make a decision. If the
Commission determined that a rate case was necessary, Laclede would be
required to file a rate case within six months of the Commission's decision
or the AAOQ would be terminated.

Staff and Public Counsel argued that Laclede's proposal would
extend the period of the AAQ from beginning to end to as much as five years
while a rate case was pending. S&taff and Public Counsel argued that this
process wculd further complicate the regulatory process. Staff also argued
that the traditional two-year expiration date provides clarity and
certainty and requires minimal oversight while giving the company a
gsufficient period of time in which to defer costs. Staff and Public
Counsel argued that, because an AAQ should only be granted for
extraordinary events, it should not be necessary to prolong the deferral

beyond two years without a request for general rate relief being made.

Depreciation -- Net Salvage Value

In determining depreciation rates, the parties did not agree as
to the method for calculating net salvage value. Laclede Witness Kottemann
testified that the Commission has traditionally used the straight-line
amortization system to calculate Laclede's depreciation rates. In the
traditional depreciation rate formula, net salvage equals gross salvage
minus the cost of removing the property from service. Mr, Kottemann

explained in his testimony that the net salvage percentage equals the net
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salvage for a period of time divided by the original cost of the property
retired during that same period of time. Mr. Kottemann testified that many
natural gas assets have a ﬁegative net salvage value and corresponding
percentage.

Staff Witness Adam proposed that the "(nlet galwvage should recover
the current actual net salvage amounts, not an average over the life of the
current plant." Staff argued that Staff's depreciation calculation will
charge "Laclede's customers annually for a net salvage amount, equal to,
or nearly equal to, the amount Laclede is spending annually for net
salvage." Staff argued that currently Laclede is recovering more in
depreciation for net salvage than it is spending. Staff Witness Adam
testified that ratepayers will pay $2.3 million more in depreciation
annually under Laclede's method of calculation.

Laclede argued that Staff's method of calculation is not
consistent with Generally Accepted Accounting Principles (GAAP). Laclede
stated that Mr. Adam's calculation "assumes that the average dollar amocunt
of net salvage that Laclede has experienced in the past ten years will be
the dollar amount of net salvage applicable to all future retirements."

Staff argued in its Initial Brief that its method of determining
net salvage will "allow Laclede to collect from its current customers an
amount that approximates what Laclede currently expends for cost o©of

removal."”
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Depreciation — Natural Gas Holders

The second depreciation item at issue between Staff and Laclede
is the depreciation accruals for removal of some of Laclede's natural gas
holders.

Staff recommended that Laclede not be allowed to recover any
additional depreciation amounts for its natural gas holders until Laclede,
via its Chief Executive Officer, makes an irrevocable commitment to remove
the gas holders by a date certain. Staff Witness Adam testified that
Laclede has over recovered its capital investments in the four gas holders
by approximately $65,000. Mr. Adam testified that there is no expected
interim net salvage value and that the current customers should not pay for
final removal of any of the four gas holders.

Laclede argued that the cost of removal should be depreciated over
the next ten years. Laclede Witness Kottemann testified to the history of
this issue between Staff and Laclede. Mr. Kottemann testified that in Case
No. GR-94-220, Staff Witness Adam supported the continuation of the
depreciation accrual for the gas holders, but Staff opposed an increase of
the estimated cost of removal because the cost was not verifiable. Mr. Adam
testified that in Laclede's next rate case, {Case No. GR-96-19%3, he
supported the inclusion of some of the removal costs based on an
environmental engineering study c¢onducted by Black & Veatch, but
recommended that better information be obtalned regarding the cost of
remediating the sludge in the gas holders. Mr. Kottemann alsc testified
that Laclede arranged with Creamer Environmental, Inc., to estimate the

cost of remediating the sludge in the gas holders. Mr. Kottemann testified
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that the estimate developed in conjunction with Creamer Environmental,

Inc., was incorporated into the gas holder depreciation rate in this case.

Off-System Sales Revenue

clarify Laclede's purchase gas adjustment
off-system sales® will be treated and accounted for in the event

Commission does not renew Laclede’s gas supply incentive plan (GSIP).

first

Staff Witness Imhoff proposed two tariff language changes to

change is to add a sentence at the end of Sheet No.

{PGA)} tariffs to define

how

the

The

15,

Paragraph (A), which reads, "The total Purchased Gas Costs shall be

credited for all profits from off-system sales transactions."

The second

change would affect Sheet No. 21, Paragraph (5)}). The new Paragraph (5)

would read:

The Deferred Purchased Gas Cost Account shall be credited
for those revenues received by the Company for the
release of pipeline transmission or leased storage

capacity to another party. Such revenues will be
allocated to firm sales, including Large Volume Trans-
portation and Sales Service {LVTSS) , and firm

transportation customers, consistent with the allocation
of capacity reservation charges set forth in
Section A.2.b. of Laclede's tariff. The Deferred
Purchased @Gas Cost Account shall be credited for those
revenues received by the Company for all off-system
sales. For the purpose of allocating these revenues to
the Deferred Purchased Gas Cost Counts, 50% of the
foregoing net revenues shall be deemed gas supply related
and allocable to firm sales customers only and 50% shall
be deemed transportation capacity related and allocable
to both firm sales customers and firm transportation
customers. This allocation 1is consistent with the
allocation of capacity reservation charges set forth in
Section A.2.b., unless the net revenues from off-system
sales do not include the provision o¢f transportation

® Off-system sales are revenues received by the Company from its sale of
natural gas to customers are not on the company’s distribution system.
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service, in which case 100% of such net revenues shall be

allocable to firm sales customers.

Mr. Imhoff testified that Staff's proposed tariff language would
insure that 100 percent of all off-system sales revenue would go to
ratepayers. In the alternative, Staff recommended that the Commission
impute the off-system sales revenues in the revenue requirement. Staff
Witness Wallis testified that the amount to be imputed is approximately
$2.5 million. Mr. Wallis testified that this revenue amount is based on
the three-year average of the off-system sales profits, which Laclede
experienced in its three most recent actual cost adjustment (ACA) periods.
As Staff stated in its Initial Brief, Mr. Wallis also testified that
without the profits from the off-system sales transaction being included
in Laclede's revenue requirement and without a GSIP in place, "Laclede will
retain 100% of the profits from the off-system sales transactions, even
though the transactions are funded by the ratepayers through the
transportation reservation and gas supply demand charges which the
customers pay through the PGA/ACA process."

Laclede states that on September 9, 1%99%, the Commission issued
its Report in Order in Case No. GT-99-303, in which the Commission
determined that the revenues received by Laclede from its off-system sales
should be addressed in Laclede's rate case proceeding rather than as a
continuing part of Laclede's GSIP. Laclede argued that the level of
off-system sales revenues imputed in this case should be i1ts most recent
annual level of $.9 million., Exhibit 125HC indicates that the $.9 million
ig a projection for the 1998-1999 year. Laclede argued that the Commission

should use the $.9 million because of the downward trend in off-system

25




sales revenues as demonstrated by Exhibit 45 in Case No. GT-99-303, which
was incorporated as part of Exhibit 125HC of this proceeding.

Public Counsel Witness Shaw testified that the Commission should
consider historical off-system sales revenue in determining the amount to
be imputed. Public Counsel recommended that $2.4 million be imputed for
off-system sales revenues. Publie¢ Counsel argued that this amount
considers the downward trend by establishing a baseline that is below
Laclede's three-year average of net off-system sales. Public Counsel used
an average of actual numbers for a three-year period less $100,000 to
adjust for possible market changes.

Laclede argued that both Staff and Public Counsel's
recommendations are in excess of off-system sales revenues that Laclede has
earned in recent years under the GSIP and are not supported by the current
trend in decreasing off-system sales revenues. Laclede also argued that
the Commission has recognized the importance of trends. For instance,

Laclede cites Re: Southwestern Bell Telephone Company, 2 Mo. P.S.C. 3d

479, 488 (19%93), where the Commission adopted an annualized appreoach

instead of an average because of a trend in revenues.

Service Area Description in Tariff

Staff Witness Gray testified that Laclede's tariff needs a more
accurate and understandable description of service area. Staff proposed
that Laclede be required to list the county, township, range and section
number in the tariff description of unincorporated areas. In his
testimony, Mr. Gray listed five reasons this tariff change should be made;

however, Staff conceded in its Reply Brief that three of those five points
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were made in error. Staff’s remaining arguments are that utilities can use
the descriptions to help plan their future facilities and in planning for
future growth.
Both Laclede and AmerenUE objected to this additional reqguirement
and presented evidence that it would be burdensome for the company with
little or no corresponding benefits for the ratepayer. AmerenUE Witness

Difani alsc testified that the utilities would not f£ind the expanded

descriptions to be helpful.

Customer Annualization

As part of the Stipulation the signatories agreed that Staff and
Laclede would each use its own methodology with regard to determining the
annualization of customers. The signatories also agreed that the average
of the two amounts would be used to determine the adjustment to revenue
requirement for customer growth. No party disputes this fact. The
Commission by this Report and Order will find that the Stipulation,
inciuding this method of determining annualized customer growth, is in the
public interest and should be approved. The issue remains, however, as to
whether or not Staff used the same methodology for computing customer
annualization at true-up as it had during its direct case.

Laclede argued that Staff used a different methodology to complete
its true-up calculations of customer annualization than it did to calculate
the customer annualization in its direct case. Laclede argued in its
Initial Brief that according to Mr. Fallert’s testimony, Staff updated
"only one component of its methodology and did not adjust the Staff's

current month's customer level based on a ten year average of how that
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monthly customer level has compared to the annual average customer levelg."
Laclede further argued that this is a selective approcach to true-up and
that it could not have anticipated that Staff would have calculated its
customer annualization at true-up in this manner.

Staff Witness Westerfield testified that Staff used the same
methodology for calculating the annualized customer growth revenues at
true-up as it used in calculating those revenues through March 1999 for its
direct case. Ms. Westerfield testified that Staff had estimated its
true-up customer annualization for the periocd from the end of March through
July during the course of its direct case. Ms. Westerfield stated that
this estimate was substantially different from the actual true-up numbers.
Ms. Westerfield tesgtified that the true-up required a substantial

adjustment to the revenue requirement to the detriment of Laclede.

Findings of Fact

The Missouri Public Service Commission, having considered all of
the competent and substantial evidence upon the whole record, makes the
following findings of fact. The positions and arguments of all of the
parties have been considered by the Commission in making this decision.
Failure to specifically address a piece of evidence, position, or argument
of any party does not indicate that the Commigsion has failed to consider
relevant evidence, but indicates rather that the omitted material was not

digpositive of this decision.
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Return on Equity

The recommendations of Laclede, Staff, and Public Counsel for
return on equity range from 9 to 12.75 percent. Staff conducted a CAPM,
risk premium, and DCF analyses of seven comparable LDCs in order to
determine that its recommended return on equity range of 9 to 10 percent
was reasonable. The results of the return on equity analyses conducted by
Staff of the comparable companies were return on equity results ranging
from 9.11 to 11.45 percent. The Commission finds that it is reasonable to
use the DCF analysis.

Laclede used a DCF analysis of thirteen comparable LDCs; however,
Laclede made adjustments to its DCF analysis. Laclede’s DCF analysis
before its adjustments for market-to-book value resulted in a 10.5 percent
return on equity. 5Staff argued that market-to-book adjustments have not
traditionally been allowed by the Commission. Staff admitted that a return
on equity of up to 10.66 would be a reasonable result. Therefore, the

s

Commission finds that a return on equity of 10.5 percent is just and

reasonable.

Short-Term Debt

The Commission £inds that the average short-term debt over the
most recent 12-month period is approximately $79 million. The Commission
finds that Laclede issued $24 million in bonds and $25 million in equity
in the spring and early summer of 1999. Laclede argued that these
issuances should be reflected in the short-term debt calculation.

According to Staff's testimony, the trend over the 42-month perioed from
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October 1995 to March 1999 is an increase in the amount of Laclede's
short-term debt with an average monthly balance during that period of
$58 million. Therefore, the Commission finds that Laclede’s recommendation
of a $29 million short-term debt balance is not reascnable or consistent
with evidence presented that the short-term debt balance is increasing.
Instead, the Commizsion finds that the average daily short-term debt
balance of $58 million over the 42-month period is representative of the
actual trend toward increased short-term debt experienced by Laclede.
Therefore, the Commission finds that the amount of short-term debt to be

considered in the capital structure of the company should be $58 million.

Revenue Collection Lag

The revenue collection lag issue is not as straightforward as the
evidence presented to the Commission suggests. Laclede presented evidence
that the revenue collection lag is 34.8 days and Staff presented evidence
that the revenue collection lag is 25.4 days.

Staff did not include data for customers with less than 12 months
of billing, which shortened the average number of days when compared to
Laclede’'s data. On the other hand, Laclede included data from uncollect-
ible accounts, which lengthens its average number of days. What is missing
from the evidence is the specific effect that each of these factors has on
the number of days. Thus, the Commission must decide if Laclede’s revenue
collection lag is supported by sufficient evidence and if it is just and
reasonable.

The Commission finds that Laclede’s actual customer data for the

test year is more complete than the data used in Staff's calculations. The
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Commission further finds that a revenue collection lag of 34.8 days is just
and reasonable and should be used to determine Laclede’s revenue

requirement .

Advertising Expense

The Commission finds that the proposal of a cap on advertising
expenses set at .5 percent of total utility revenues of Laclede is not
supported by competent and substantial evidence. The Commission could not
fulfill its duties of determining if Laclede's expenses on advertising were
prudent without scme review of the advertising. The Commission will
continue to follow the standards set out in the KCPL case.

Laclede argued that it should be allowed to recover 100 percent
of its promotional advertising. Staff and Public Counsel presented
testimony that the promotional advertising of Laclede was not a necessary
expense. The current KCPL standard allows the cost of promotional
advertising to be included in the cost of service if the company can prove
that the benefits to the ratepayers of the advertigements exceed the costs.
The Commission finds that neither the Marketeam survey nor Laclede's
additional analysis is sufficient to support a finding that the benefits
to ratepayers exceed the cost of promotional advertising. Therefore, the
Commission finds that the categorization of advertisements as applied by
Staff should be used in determining the advertising costs to be included

in Laclede's cost of service.
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unless the company has begun the ratemaking process at the beginning of the
third year. There will be no opportunity to extend the AAQ pending the
outcome of a rate case. This will allow the company a full two-year
deferral period and ensure that the BARO is not extended longer than

three years without a rate case being established.

Depreciation — Net Salvage

Staff and Laclede disagree about how to estimate net salvage
value. Staff argued that the Commission should look at the actual amounts
the company is paying per year for the cost of removal to determine what
those costs will be in the future. Laclede argued that the future cost of
removal should be estimated and spread over the life of the asset.

The Commission finds that Laclede has failed to meet its burden
of showing that the depreciation calculation, with regard to net salvage
as proposed by Laclede is just and reasonable. Staff's calculation will
allow Laclede to recover the amounts it is currently spending for net
salvage without overrecovering from its ratepayers, which is a Jjust and
reasonable result. Therefore, the Commission finds that the calculation
of net salvage value for the determination of depreciation rates shall be

done in accordance with Staff's recommendations.

Depreciation — Natural Gas Holders

Staff argued that Laclede should cease all depreciation accruals
with regard to its natural gas holders until its Chief Executive Officer
makes a commitment to demolish the holders by a date certain. Laclede

argued that it has done everything that Staff has asked up to this point
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Sunset Period for SRP Accounting Authority Order

The Commission in this Report and Order will approve the granting
of an AAQ to Laclede for the deferral of its costs of its SRP. The
Commission must now decide when the AAO should expire. Staff and Public
Counsel argued that an AAQO should be used to mitigate regulatory lag, not
to avoid a rate case. Staff and Public Counsel alsc argued that the
traditional two-year period of an AAD provides for adequate deferral time
for the company while maintaining clarity and simplicity. Finally, the
Staff and Public Counsel argued that the two-year deferral provides for the
least amcount of regulatory oversight.

The Commission agrees with Staff and Public Counsel that the
purpose of a AADO is to defer extraordinary costs. Therefore, the ARQ
should not be allowed to continue for lengthy periods without the company
asking for rate relief. However, the Commission understands the argument
of Laclede that given today's regulatory climate, a two-year deferral is
a relatively short period of time. If the company needs rate relief it
would have to ask for it no later than the end of the first year of the
AROQ period to be certain that the AAO will not expire before the new rates
become effective. This puts the company in the position of having to come
before the Commission more frequently than it might otherwise to ask for
rate relief,

The Commission finds that a three-year expiration of the AAO with
periodic reports of the deferred amounts to the Staff and Public Counsel
is reasonable, provided that the company seeks rate relief after the second

year of the AAQ. That is, the AAO will expire at the end of the third year
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with regard to estimating the cost of removing the gas holders and
including the cost of remediating the sludge. The Commission finds that
Laclede has recovered its capital investment in the four gas holders. The
Commission finds that there is no expected interim net salvage value of the
natural gas holders. Because Laclede has not committed to removing the gas
holders, the Commission finds that it is not just and reasonable for
current customers to pay for the expense of removal when the ratepayers may

receive no benefit from those payments.

Off-System Sales Revenue

The Commission finds that Staff's recommended tariff language is
in the public interest should be included in Laclede's tariff. The
Commission also finds that Laclede’s mogst recent projection of $.9 million
in off-system sales revenues 1is supported by the current trend in
decreasing off-system sales revenues. Therefore, the Commission finds that
the amount of off-system sales revenue imputed in Laclede's revenue

requirement should be $.9 million.

Service Area Description in Tariff

Staff has proposed that Laclede expand the service area
descriptions in its tariff to include the county, as well as the township,
section, and range numbers for unincorporated areas. Both Laclede and
AmerenUE objected to this additional requirement and presented evidence
that it would be burdensome for the company to expand its tariff in this

manner with little or no corresponding benefits for the ratepayers. The
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Commission finds that Staff's recommendaticn is not supported by competent

and substantial evidence that it is in the public interest.

Customer Annualization

The Commission by this Report and Order finds that the
Stipulation, including its method of determining annualized customer growth
is in the public interest and should be approved. However, at the True-Up
Hearing an issue arose as to whether or not Staff had indeed used the same
methodology for computing customer growth at true-up as it had during its
direct case. Staff Witness Westerfield testified that Staff used the same
method for calculating its true-up figures as it used in calculating those
numbers through March 1399. The Commission finds that Ms. Westerfield's
testimony was credible. The Commission finds that Staff used the same
methodology for calculating its customer annualization at true-up as it
used to calculate its customer annualization through March of 19%9.
Therefore, the Commission finds that the adjustment to revenue requirement

for customer annualization should be in the amount as determined by Staff.

Conclusions of Law

The Missouri Public Service Commission has arrived at the
following conclusions of law.

Laclede Gas Company is a public utility engaged in the provision
of natural gas service to the general public in the state of Missouri and,
as such, is subject to the general jurisdiction of the Missouri Public

Service Commission pursuant to Chapters 386 and 383, RSMo 1989%4. The
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Commission also has the authority to prohibit implementation of gas service
rates that are unjust or unreasonable rates. Section 393.130, RSMo 1994,

The burden of proof to show that a proposed tariff is Jjust and
reasonable is upon the utility. Section 393.150.2, RSMo 1994.

The orders of the Commission must be based on substantial and
competent evidence, taken on the record as a whole, and must be reascnable
and not arbitrary, capricious, or contrary to law. Section 536.140,
RSMo 1994,

Based upon its findings of fact, the Commission concludes that in
order te set just and reasonable rates, Laclede Gas Company's revenue
requirement will be increased in the amount of 511,240,000 as set out in
this Report and Order. For the same reason, the Commission concludes that
the tariff language as submitted by Laclede on January 26, 1999, is not
supported by competent and substantial evidence and shall be rejected.

The Commission may resolve a contested matter by adopting a

stipulation and agreement of the parties. Section 536.060, RSMo
Supp. 1998.
The proposed Stipulation and Agreement, with additional

information filed by Laclede Gas Company on the September 13, 1999, is
treated as unanimous by operation of rule 4 CSR 240-2,115, is in the public
interest, and is approved.

Laclede Gas Company has a constitutional right to a fair and

reasonable return on its investment. State ex rel. Missouri Public Service

Company v. Fraas, 627 S5.W.2d 882, 886 (Mo. App. 1981).

A public utility is entitled to such rates as will permit
it to earn a return on the value of the property which it
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employs for the convenience of the public equal to that
generally being made at the same time and in the same
general part of the country on investments and other
business undertakings which are attended by corresponding
risk and uncertainties; but it has no constitutional
right to profits such as are realized or anticipated in
highly profitable enterprises or speculative ventures.
The return should be reasonably sufficient to assure
confidence in the financial soundness of the utility and
should bhe adequate, under efficient and economic
management to maintain and support its credit and enable
it to raise the money necessary for the proper discharge
of its public duties. A rate of return may be reasonable
at one time and become too high or too low by changes
affecting opportunities for investment, the money market
and business conditions generally.

Bluefield Waterworks and Improvement Co. v. Public Service Commission of

the State of West Virginia, 262 U.8. 679 (1923).

[Tlhe return to the equity owner should be commensurate
with returns on investment in other enterprises having
corresponding risks. That return, moreover, should be
sufficient to insure confidence in the financial
integrity of the enterprise s0 as to maintain its credit
and to attract capital.

Federal Power Commission v. Natural Gas Pipeline Co., 315 U.S. 575, 586;

62 S.Ct. 736, 743; 86 L.E4. 1037.
All relevant factors must be congidered in establishing rates for

a public utility. State ex rel. Missouri Water Co. v. Public Service

Commission, 308 S.W.2d 704, 718-719.

IT IS THEREFORE ORDERED:

1. That Exhibit 113 related to information on residential
customer usage is admitted.

2. That Exhibit 114HC related to information on studies regarding

the efficiency of homes of customers is admitted.
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3. That Exhibit 115 related to Laclede Gas Company's stock value
in the last 12 to 24 months is admitted.

4. That Exhibit 117 related to the return on equity of Missouri
gas companies other than Laclede Gas Company is admitted.

5. That Exhibit 125HC consisting of the relevant portion of the
official record from Case No. GT-99-303 is admitted.

6. That Laclede Gas Company's motion to strike portions of the
Office of the Public Counsel's Reply Brief filed on November 12, 1999, is
denied.

7. That Laclede Gas Company's request filed on November 12, 1999,
to take administrative notice of its Gas Supply Incentive Plan Monitoring
Report is denied.

8. That the Commission approves the First Amended Partial
Stipulation and Agreement and the additional information filed by Laclede
Gas Company on September 13, 1999, which are marked as Attachment A and
Attachment B, respectively, and made a part of this Report and Order.

9. That Tariff No. 9900536 submitted on January 26, 1999, is
rejected.

10. That Laclede Gas Company is hereby directed to file revised
tariff sheets with a thirty-day effective date in accordance with the
findings in this Report and Order, which should include the increase to its
revenue regquirement of $11,240,000 and all other changes consistent with

this order.
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11l. That Laclede Gas Company shall incorporate the changes to its
tariff at Sheet No. 15, Paragraph (A), and Sheet No. 21, Paragraph (5), as
recommended by Staff and as set out herein.

12. That the above ordered increase in revenue requirement will
be applied as specified in the First Amended Partial Stipulatioﬁ and
Agreement.

13. That Laclede Gas Company's return on equity should be
10.5 percent.

14. That the amount of short-term debt balance to be considered
in the total capital structure of Laclede Gas Company should be
$58 million.

15. That the revenue collection lag shall be 34.8 days.

16. That the categorization of advertisements as applied by the
Staff of the Missouri Public Service Commission should be used in
determining the advertising costs to be included in Laclede Gas Company's
cost of service.

17. That the Accounting Authority Order for Laclede Gas Company'’s
Safety Replacement Program cost deferrals shall expire three years from the
effective date of this order unless extended as part of a general rate
relief request by Laclede Gas Company made no later than two years after
the effective date of this Report and Order.

18. That Laclede Gas Company shall submit quarterly reports to the
Staff of the Missourl Public Service Commission and the Office of the

Public Counsel stating the amounts being deferred by the Safety Replacement

Program cost Accounting Authority Order.
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19. That the calculation of net salvage value for the
determination of depreciation rates shall be done in accordance with
Staff's recommendations.

20. That Laclede Gas Company will not be allowed a depreciation
accrual with regard to its natural gas holders in this rate case.

21. That the amount of off-system sales revenue imputed in
Laclede's revenue requirement should be $.9 million.

22. That the recommendation of the Staff of the Missouri Public
Service Commission to require Laclede Gas Company to add a more detailed
service area description is rejected.

23, That the adjustment to revenue requirement for customer
annualization should be in the amount as determined by the Staff of the
Missouri Public Service Commission.

24. That any objection not ruled on is overruled, any motion not
ruled on is denied, and any exhibit not admitted is excluded.

25. That this Report and Order shall become effective on

December 24, 1999.

BY THE COMMISSION

(SEAL) ﬂq/&f{%@é‘&

Dale Hardy Roberts
Secretary/Chief Regulatory Law Judge

Lumpe, Ch., Crumpton, Drainer,
Murray, and Schemenauer, CC., concur
and certify compliance with the
provisions of Section 536.080,

RSMo 1994.

Dated at Jefferson City, Missouri,
on this 14th day of December, 1999.
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SEP 3 1999
BEFORE THE PUBLIC SERVICE COMMISSIOMMisg, .
OF THE STATE OF MISSOURI Srvice c{,‘nf)"ntg)bfic

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

FIRST AMENDED PARTIAL STIPULATION AND AGREEMENT

On January 26, 1999, Laclede Gas Company ("Laclede™ or
“Company”) submitted to the Missouri Public Service
Commission ("Commission") revised tariff sheets reflecting
increased rates for gas service provided to customers in its
Missouri service area. The proposed tariff sheets contained
a réquested. effective date of February 26, 1999 and were
designed to produce an annual increase of approximately 6.1
percent ($30.5 Million) in charées for gas service.

By Order dated February 9, 19992, the Commission
suspended the proposed tariff sheets and established a
procedural schedule for interventions, the prefiling of
direct testimony and exhibits by laclede and evidentiary
hearings. Additional procedural dates were subsequently
established by the Commission in its April 28, 1999, Order
Granting Interventions, Setting Procedural Schedule and
Establishing Test Year and its June 7, 1999 Order Modifying
Procedural Schedule. In addition, the Commission also
granted the - Applications to Intervene filed by Union

Electric Company d/b/a AmerenUE; Missouri Industrial Energy

i Attachment A
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Consumers (Adam's Mark Hotels, Alcoca Foil Products,
Anheuser-Busch Companies Inc., The Boeing Company, Ford
Motor Company, General Motors Corporation, Hussmann
Refrigeration, MEMC Electronic Materials Inc., Monsanto
Company, Paulo Products Company, Proctor & Gamble
Manufacturing Company and Ralston Purina Company): MRT
Energy Marketing Company, ©il, Chemical & Atomic Workefs,
Local 5-6, and Barnes-Jewish Hospital, DaimlerChrysler
Corperation, Emerson Electric Company, and SSM Healthcare,
(collectively the "Missouri Energy Group"}.

By Order dated May 11, 1999, the Commission scheduled
iocal public hearings in the City of St. Louls and St. Louis
County, Missouri. Local hearings were held in this
proceeding on August 11, 199%9.

Pursuant to the procedural schedule established by the
Commission, a prehearing conference was convened on July 9,
1999, Other than the 0il, Chemical & Atomic Workers, Local
5-6, all of the above Parties appeared at the prehearing
conference, As a result of the prehearing conference and
further discussions, the undersigned parties ("Parties")

have reached the following stipulations and agreem.ents'.1

! The Missouri Energy Group supports paragraph 12 of this First Amended Partial Stipulation and
Agreement and neither supports nor opposes any other provision of this First Amended Partial Stipulation
and Agreentent.
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1. The Parties agree that the revenue requirement
amounts reflected on Attachment 1 hereto, accurately reflect
the impact on Staff’s case of the issues that have been
resolved to date among the parties. Such revenue
requirement amount is 56,313,000 exclusive of any applicable
license, occupation, franchise, gross receipts taxes or
other similar tax or taxes.

2. The Parties agree that any revenue requirement
amounts granted the Company in connection with: (A) the
Company prevailing on any o©f the remaining issues in this
case that are not identified in Attachment 1 (B) the Company
receiving an amount as a result of the true-up hearing in
this case in excess of the initial true-up =allowance of
57,341,000 reflected in Staff’s filed run, and/or (C)
adjustments to the dollar wvalues of the issues listed in
Attachment 1 to reflect the Commission’s resolution of any
remaining issue that may affect those values, shall be added
to the revenue requirement amount reflected in Attachment 1
to this First Amended Partial Stipulation and Agreement.

3. Laclede shall continne to book, for financial
purposes, expense levels associated with pensions and post-
retirement benefits other than pensions {"OPEBs") in
accordance with Financial Accounting Standards Board
Statements ("FAS") 87, 88, and 106, respectively. Laclede's

accounting therefor shall continue to reflect the: (a)
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actual Market Value of the pension fund assets rather than
the Market-Related Value previously used by Laclede; (b)
amortization of any resulting unrecognized net gains and
losses over a five vyear period; and (¢} use of the
prospective "smoothing” mechanism described in Attachment 3
to the Stipulation and Agreement approved in Case No.
GR-98-374. In addition, gains and losses shall be
calculated, on a first dollar basis, for all pension lump-
sum settlements, to the extent permitted by FAS 88. The
Parties further agree that the rates resulting from this
First Amended Partial Stipulation and Agreement make
provision for recovery of pension costs on a FAS 87 and 88
basis for all qualified pension plans and recovery of OPEB
costs on a FAS 106 basis.

a4, The Pa;ties agree that the OPEB, SERP, Y2K and MGP

Accounting Authority Orders granted by the Commission in
Case No. GR-98~374 shall be terminated effective August 1,
1998, subject to the following terms and conditions:

{A) a regulatory asset shall be established with a
balance of $2,064,000. One tenth of this balance
has been included in the <cost of service
recognized in this proceeding and one tenth of
such balance shall continue to be amortized
annually in cost of service for ratemaking

consideration for the next subsequent nine years.
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An additional regulatory asset shall  be
established with a balance of $10,529,000. One
fifteenth of this balance has been included in the
cost of service recognized in this proceeding and
cne fifteenth of such balance shall continue to be
amortized annually in cost of service for
ratemaking consideration for the next subsequent
fourteen years. The parties agree that they will
not propose, in any manner, exclusion of such
amortized amounts in Laclede's cost of service for
ratemaking purposes during the aforementioned
periods required to amortize such bhalances. The
parties further agree that they will not propose
to include such balénces in the Company's rate
base; and
(B) the Company shall capitalize and charge to the
appropriate gas plant accounts all costs incurred
by the cOmpanyr subsequent to March 1, 18988 to
replace, enhance, and/or medify its information
systems and computerized voice and data systems in
connection with the Company's efforts to make such
systems Y2K compliant.
5. Notwithstanding any other provision of this First
Amended Partial Stipulation and Agreement to the contrary,

the Parties agree that Laclede shall be granted accounting
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authorization to continue to defer and book to Account 182.3
for consideration 1in Laclede’'s next rate case all costs
incurred by Laclede between July 31, 1899, and the earlier
of: a) the effective date of the rates established in
Laclede’s next general rate case proceeding; or b) the
beginning of the deferral period of any subsequent
accounting authority order granted by the Commission for
such costs: (1) to replace Company service and yard 1lines
and to move aﬁd reset and/or replace meters in connection
therewith; (2) to replace cast iroh mains and to transfer
services from the old main to the new main in connection
therewith; {3) to replace and/or cathodically protect
unprotected steel mains and to transfer services from the
0ld main to the new main in conﬁection therewith; and (4) to
survey and/or bar hole buried fuel and copper service lines
for 1leaks; including, without Ilimitation, property taxes,
depreciation expenses, and all oOther expenses and carrying
costs {at the overall rate of interest calculated pursuant
to the Federal Energy Regulatory Commission formula for
computing AFUDC as set out at 18 CFR Part 201, minus one
percentage point). Further, the parties agree that $157,000
will be deducted, on an annual basis, from revenue
requirement for any general rate proceeding in which such
rates will go inte effect within fifteen years of the

effective date of rates in this proceeding to reflect
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imputed plant maintenance savings related to the gas safety
programn. During the period rates are in effect resulfing
from this case, the annual revenue requirement will be
further reduced to reflect additional imputed maintenance
savings of $33,000, provided that nothing herein shall
preclude any party from proposing that such imputation of
savings be continued in future cases, independent of the
continuance of this Safety Replacement Program accounting
authorization. The regulatory asset balances and
amortizations described in paragraph 4(A) of this First
Amended Partial Stipulation and Agreement reflect the
authorization granted to Laclede to defer and book all costs
of any such survey and/or barhole of buried copper service
lines which occurred in the sbring and summer of 1999 to
account 182.3. Laclede shall provide to the Financial
Analysis Department o¢f the Staff, and Public Counsel, as
part of its Monthly Surveillance Report an ongoing
quantification of the amounts deferred pursuant to this
accounting authorization.?®

6. Nothing in this First Amended Partial Stipulation
and Agreement shall be construed as limiting, in any way,
the Company’s right to file an application with the

Commission requesting an Accounting Authority Order on any

% The issue of whether this accounting authority order should be effective for longer than two years without
the necessity of the Company initiating a general rate case proceeding shall be subject to litigation and the
Commission's deterrnination in this proceeding.
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cost or revenue item, or requesting that such authorization
be granted effective from the date of such filing.

7. The Parties agree that Laclede shall notify its
customers at least twice a year of the Insulation Financing
Program’s availability.

8. The Parties agree that Laclede shall, for book
purposes, be authorized to continue to normalize the income
tax timing differences inherent in: (a) the recognition of
pension costs on a ¥AS B7 and 88 basis, and OPEB costs on a
FAS 106 basis as authorized in Paragraph 3 of this First
Amended Partial Stipulation and Agreement; (b) the prior
adoption and continuation of the deferred accounting
referenced in Paragraphs 4, 5 and 6 of this First Amended
Partial Stipulation and Agreemént; and (¢} the transfer of
all other services from old to new mains; by recording and
recognizing in any future rates deferred income tax expense
for such differences, provided that the Parties shall have
the right to review and propose a different treatment of
such timing differences in Laclede’s next general rate case
proceeding.

9. Laclede agrees to continue to maintain its books:
and records in a manner that will permit any costs that are
related to Laclede’s unregulated activities and affiliated

companies to be tracked.
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10. For the purpose of resclving the appropriate data,
methodology, period or other criteria for establishment of
weather normalized utility rates in the State of Missouri,
the Company and Staff agree to cooperate in a Jjoint
undertaking (“Project”). The primary purpose of the Project
is to investigate the cause and effect of changes in the air
temperature readings observed at the St. H Louis Lambert
International Alrport {Lambert Field) weather station for at
least the period 1960 to the 1latest available data. in
order to achieve this primary purpose, objectives of the
Project include, but are not limited to: (1) the effect of
changes in the sensor’s location, in the sensor itself and
in other environmental' factors such as seasonality and
urbanization effects;. and (2) determinaticn of the
appropriate reference weather stations and the best data to
be used from those stations for comparison to the Lambert
Field weather station. The Company and Staff further agree:
{1) to devote sufficient resources, each.at its own expense,
to the Project in a diligent and timely manner; (2) to work
together in the Project’s investigation by participation in
regular meetings and communications regarding the Project's
progress and status; and (3) to share Project data and other
relevant information consistent with the Project’s
objectives. Participation in the Project shall be open to

the Public Counsel, other Missouri utilities, and other
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interested entities. Such participation by these other
entities will be encouraged. The initial meeting for
identifying and setting out details of the Project will be
held not 1later than October 31, 1999 at the St. Louis
offices of the Company. The Company contact person for thé
Project 1s Ms. Patricia Krieger. While a goal of the
Project is to reach a resolution on technical issues
regarding weather normalization of  utility rates, the
Company and Staff each reserve the right to express their
differences on, and will not be Dbound by, findings,
resolutions, courses of action to be taken, recommendations
and/or results of the Project. The Parties will advise the
Commission on. a semi-annual basis of the status of the
Project.

11. laclede further agrees to provide Staff with
actual customer billing data in & readable electronic
format, such as computer tape or CD, containing customer
billing data for all of its residential accounts, with the
names and addresses of the customers masked. The data must
include actual customer billing data for all of Laclede’s
residential accounts for the most recent twelve (12) months
and/or test year. If requested in writing by Staff, Laclede
will provide Staff with such customer billing data within a

reasonable time from the date regquested, not to exceed

10
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thirty (30) calendar days. Such information shall be
maintained on a confidential basis by the Staff.

12. The Parties agree that the class cost of service,
rate design and related issues raised in this proceeding
shall be resolved in accordance with the terms set forth in
Attachment 2 to this First Amended Partial Stipulation and
Agreement. The Parties further agree that they will submit
within ten days of the filing of this First Amended Partial
Stipulation and Agreement a more detailed description of the
terms of the Parties' agreements set forth in Attachment 2.

13. None of the signatories to this First Amended
Partial Stipulation and Agreement shall be deemed to have
approved or acqguiesced in any ratemaking or procedural
principle,.including, without limitation, any method of cost
determination or cost allocation, depreciation or revenue
related methodology or any service or payment standard, and
none of the signatories shall be prejudiced or bound in any
manner by the terms of this First 2Amended Partial
Stipulation and Agreement in this or any other proceeding,
except as otherwise expressly specified herein. Nothing in
this First Amended Partial Stipulation and Agreement shall
preclude the Staff in future proceedings from providing
recommendations as requested by the Commission.

14. This First Amended Partial Stipulation and

Agreement has resulted from extensive negotiations among the

il
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signatories and the terms hereof are interdependent. In the
event the Commission does not approve this First Amended
Partial Stipulation and Agreement by the issuance date of
its Report and Order in this case, or approves this First
Amended Partial Stipulation and Agreement with modifications
or conditions that a Party to this proceeding objects to
prior to the effective date of the Order approving this
First Amended Partial Stipulation and Agreement, then this
~ First BAmended Partial Stipulation and Agreement shall be
void and no signatory shall be bound by any of the
égreements or provisions hereof.

15. In the event the Commission accepts the specific
terms of this First Amended Partial Stipulation and
Agreement, the Parties waive, with respect to the issues
resolved herein: their respective rights pursuant to Section
536.080.1 (RSMo. 1994) to present testimony, to cross-
gxamine witnesses, and to present oral argument and written
briefs; their respective rights to the reading of the
transcript by the Commission pursuant to Section 536.080.2
{(RSMo. 19594); and their respective rights to judicial review
pufsuant to Section 386.510 (RSMo. 1994).

16. The Parties agree that 2all of the prefiled
testimony submitied by Laclede, Staff, Public Counsel,
AmerenUE and MIEC relating exclusively to any issue resolved

by this First Amended Partial Stipulation and Agreement

12
Attachment A

Page 12 of 17 pages




shall be received into evidence without the necessity of
their respective witnesses taking the stand.

17. If requested by the Commission, the Staff shall
have the right to submit to the Commission a memorandum
explaining its rationale for entering into this First
Amended Partial Stipulation and Agreement. Each Party of
record shall be served with a copy of any memorandum and
shall be entitled to submit to the Commission within five
(5) business days of receipt of Staff's memorandum, a
responsive memorandum that shall also be served on all
Parties. All memoranda submitted by the Parties shall be
considered privileged in the same manner as are settlement

;
discussions under the Commission's rules, shall be
maintained on a confidential basis by all Parties, and shall
not become a part of the record of this proceeding or bind
or prejudice the Party submitting such memorandum in this
proceeding or any future proceeding, whether or not the
Commission approves this First Amended Partial Stipulation
and Agreement. The contents of any memorandum provided by
any Party are its own and are not acguiesced in or otherwise
adopted by the other signatories to this First ZAmended
Partial Stipulation and Agreement. The Staff shall also
have the right to provide, at any agenda meeting at which
this First BAmended Partial Stipulation and Agreement 1is

noticed to be considered by the Commission, whatever oral

13 :
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explanation the Commission requests, provided that the Staff
shall, to the extent reasconably practicable, promptly
provide other Parties with advance notice of when the Staff
shall respond to the Commission's regquest for such
explanation once such explanation is requested from Staff.
Staff's oral explanétion shall be subjéct _to public
disclosure, except to the extent it refers to matters that
are privileged or protected from disclosure pursuant to any
Protective Order issued in this case.

WHEREFORE, for the foregoing reasons, the undersigned
Parties respectfully request that the Commission issue its
Order approving all of the specific terms and conditions of

this First Amended Partial Stipulation and Agreement.

Respectfully submitted,

DANA K. JOYCE
General Counsel

Marc Poston Michael C. Pendergas
Assistant General -Counsel Missouri Bar No. 31763
Missouri Bar No. 45722

Misscuri Public Service Laclede Gas Company
Commission 720 Olive Street
P.O. Box 360 Room 1530

Jefferson City, MO €3102 St. Louis, MO 63101
{573) 751-4572 (314) 342-0532

{573) 751-9285 (Fax) {314) 421-1979 (Fax)
ATTORNEY FOR THE ATTORNEY FOR
MISSQURI PUBLIC LACLEDE GAS COMPANY

SERVICE COMMISSION
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Dofiglas E. Micheel

Sewmior Public Counsel
Missouri Bar Nco. 38371

Cffice cof the Public Counsel
P.O. Box 7800

Jefferson City, MO 65102
(573) 751-5560

(573) 751-55%62 (Fax)

ATTORNEY FOR THE
OFFICE CF THE PUBLIC COUNSEL

/L«Mrs/uw..,

Susan B. Knowles
Missouri Bar No. 39680

Ameren Services Company
1901 Chouteau Avenue
P.O. Box 66149 (MC 1310)
3t. Louis, MO 63166-614%
(314) 554-3183

(314) 554-4014 (Fax)

ATTORNEY FOR UNION
ELECTRIC COMPANY
D/B/A AMERENUE

15

@Lw/%. Seton ¥
Diana M. Schmidt Z‘L/hc/’

Missouri Bar No. 42419

Bryan Cave LLP

One Metropolitan Square,
Suite 3600

211 N. Broadway

St. Louis, MO 63102-275%0
{314) 259-2543

(314) 259-2020 (Fax)

ATTORNEY FOR MISSQURI
INDUSTRIAL ENERGY
CONSUMERS

;22%5;?42,,§%é;«nxmu
Robert C. ¥bhnson é%gﬁtnfg
157

Missouri Bar No.

720 QOlive Street,
24" Floor

St. Louis, MO 63101
{314) 345-56496

(314) 588-0638 {Fax)

ATTORNEY FOR BARNES-
JEWISH HOSPITAL,
DAIMLERCHRYSLER
CORPORATION,

EMERSON ELECTRIC COMPANY
AND SSM HEALTHCARE
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Laclede Gas Company | 0 . Attachment 1

GR-99-315
Cumulative
Revenue Revenue
Requirement Requirement
: ($000) ($000)

Staff Direct Filing - Midpoint (1,837) (1,837)
Weather Correction (1,439) (3,276)
Bad Debt Correction 428 (2,848}
Directors Pensian (Split) 35 (2,813)
CWC Pension Contribution* 343 (2,470}
CWC - Revenue LLag Correction® 6 (2,464)
Payroll, 401k & PR/ Taxes Correction 20 (2,444)
Customer Growth (Spilit) 223 (2,221)
Incentive Compensation (Split) 397 (1,8245
MRT Storage® 38 - (1,786)
Fas 88 604 (1,182)
Property Taxes _ | 353 (829)
Capital Structure - STD - Average Daily Balance* 238 (591)
Y2K Deferred Tax Balance Correction 14 (577)
AAQOs 302 (275)
Imputed Maintenance Savings (33) (308)
True-Up - Computer Maintenance = 528 220
Weather/HVAC Settlement 6,000 6,220
Bad Debt Factor* a3 6,313

Settled Position 6,313

*k

The doliar value of the above settled issues is based on Staff Midpoint filing and Retum at
8.5% and will change as Return, Capital Structure and other outstanding issues change.

This amount remains subject ta re-examination during the True-up Hearing.
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. ATTACHMENT 2
Terms of Settlement Relating to

Class Cost of Service and Rate Design/Tariff Issues

I. Rates: The Parties agree that the rate schedules and tariff sheets authorized for the Company upon conclusion of
this proceeding shall be revised as nearly as practicable in accordance with the following terms:

A. General Service (“GS”) Class:

1. Residential;

a) Reduce second block rates by $236,000 in non-gas revenue before any rate increase.

b) Allocate the first $2,800,000, approximately, of the Residential portion of any rate increase to the first block of the
Commodity charge, in order to produce a 1.0¢ increase in the differential between the first block and the second
block rates. Any additional increase will be derived exclusively from increases in the commodity charges and will
be applied to both the first and second blocks on an equal percentage basis.

¢} No change in the customer charge.

d) Maintain existing seasonal differential in both the first and second blocks.

2. Commercial and Industrial (“C&I™"):

a) Increase rates by approximately $600,000 in non-gas revenues before any rate increase.
b) Increase Customer Charge to $15.00. No further change to Customer Charge in this case.
¢) Increase first block therms to first 100 therms (from first 65 therms).

d) Inallocating an increase resulting from this case, link the second block rate to the Residential second block rate less
0.2¢, and solve for the first block rate.

¢) Maintain existing seasonal differential in both the first and second blocks.

f) For its next general rate case, Company will gather cost and usage data usefut for stratifying or dividing the C&I
class into appropriate classes reflecting more homogeneous characteristics, provided that ng party shall be deemed
to have agreed to the appropriateness of dividing such class or making any particular division.

B. Other Classes:

1. Large Volume Transportation and Sales Service rates (“L'VTSS™): Reduce all non-gas volumetric rates by
$.00175 per therm before any rate increase.

2. Seasonal Air Conditioning Service (“AC”): Non-gas rates will equal GS non-gas rates including customer
charges after removal of gas costs per I1.3, below.

C. Allocation of rate increase to each class: After making the revenue shifts set forth above, in A.1.a), A.2.a) and
B.1, allocate any rate increase to all rate classes on an equal percentage of non-gas revenues basis. Adjust non-
LVTSS rates for rate switching, if necessary. In addition, except as set forth in A.1., A.2. and B.2., apply increases
within the classes to all non-gas charges on an equal percentage basis.

II. Other Provisions:

1. Inthe next rate proceeding, the Parties agree to include the following Cost of Service Classes in any study filed: 1)

Residential, 2) C&I GS, 3) AC. This will not preclude any party from filing a study that would divide these groups
into additional classes.

2, Period of excess receipts: The Parties agree that any period of excess receipts shall be limited to eight days within
any rolling 30-day period, and that related tariff modifications shall be made. The Parties further agree that the

price paid for any excess receipts period volumes purchased by the Company shall be increased to 75% of MRT
West Leg index.

3. Gas Cost: The Parties agree that gas cost shall be removed from base rates on the tariff sheets using the system
average firm/interruptible base rate shown on the Company’s current tariff sheets. Without prejudice as to whether

any such agreement is necessary, the Parties agree that no party shall be precluded from pursuing any reallocation
of gas costs in the Company’s next general rate case proceeding.

4. The Parties agree that the Reconnection Charge proposed by the Company in this proceeding should be
implemented.

5. Mutually acceptable billing determinants (subject to true-up) shall be filed within 10 days of the filing of this
attachment.
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LACLEDE GAS COMPANY
720 OLIVE STREET
ST. LOUIS, MISSOURI 63101

AREA CODE 314
3420532

MICHAEL €. PENDERGAST
ASSOCIATE GENERAL COUNSEL

September 13, 1999

Mr. Dale Hardy Roberts F!’!; EDQ

Secretary/Chief Regqulatory Law Judge
Missouri Public Service Commission

-3
Harry S Truman Building SEP lﬁr]g
301 W. High Street, 5th Floor A 199 .
Jefferson City, MO 65101 Ser/iSsoy,; Y
Com, 4bij
Re: Case No. GR-99-315 Mmiss

Dear Mr. Roberts:

On September 3, 1999, Laclede Gas Company, the Staff of
the Missouri Public Service Commission, the Office of the
Public Counsel, the Missouri Industrial Enerqgy Consumers,
Union Electric Company d/b/a AmerenUE and the Missouri Energy
Group (hereinafter the "Signatories") executed and filed in
the above-referenced case a First Amended Partial Stipulation
and Agreement {"Stipulation"). Paragraph 12 of that
Stipulation provided for the filing of certain additional
information by the parties relating to the rate design, class
cost of service and related tariff issues addressed therein.

To that end, I have enclosed for filing on behalf of the
Signatories the following information:

a) Specimen tariff sheets implementing the Company's
transportation tariff changes concerning excess
receipts as set forth in Attachment 2, paragraph
IT.2. of the Stipulation, with revisions
underlined.

b) Exact calculations of the amount of any rate
increase which will be allocated to the first
block of the Residential General Service rate
schedule, and the increase to be made to the
rates of the Commercial and Industrial General
Service rate schedule before any rate increase,
which were approximated in Attachment 2,
paragraphs I.A.1.b) and I.A.2.a}, respectively;

C) A specimen tariff sheet implementing the $54.00
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. .

reconnection charge set forth in Attachment 2,
paragraph II.4., with revisions underlined; and

d) Billing determinants in compliance with paragraph
IT.5. of Attachment 2 to the Stipulation.

Please note that these copies of a facsimile transmission
are being filed pursuant to 4 CSR 240-2.080(3). 1In
accordance with that rule, the original of this filing and
letter are being sent to the Commission by next-day mail.

Thank you for your bringing these additional materials to
the attention of the Commission.

Sincerely,

inl o

Michael C. Pendergast

MCP: jaa
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A.

'

P.3.C. MO. No. 5 Consolidated, Second Revised get No. 32
CANCELLING P.S.C, MO. No. 5 Consolidated, First Revised Sheet No. 32

LARGE VOLUME TRANSPORTATION AND SALES SERVICE

AVAILABILITY:

1. Gas transportation service and supplementary gas sales service
pursuant to this tariff is available to any customer contracting for
separately metered gas service for a minimum term of one year with a
Billing Demand equal to, or greater than, 1,500 therms and an annual
usage egual to, or greater than, 300,000 therms, except as provided
in paragraph A.2 below, and for whom gas can be transported to the
Company pursuant to the State of Misscuri or federally authorized
transportation arrangements. Any Customer receiving transportation
service under this tariff shall purchase its own gas for delivery to
the Company at a Receipt Point acceptable to the Company. In
addition, such Customer shall obtain and maintain a dedicated phone
line or provide access for other suitable communication egquipment to
be made available by Company or Customer upon mutual agreement for
connection to the telemetering eguipment supplied by the Company.

2. For purposes of applying the monthly balancing provisions of Section
D.4.3. below and the charge for gas used in excess of the Customer's
Daily Scheduled Quantities ("DSQ") as described in Section B.1l.
below, any end-user, which owns or controls the facilities where
separately metered gas service is or will be provided under this
tariff for the same class of transpcrtation service as such class is
defined in Section B below, may aggregate the receipte and deliveries
related to such facilities, provided that at least one facility meets
the eligibility requirements set forth in Paragraph 1 above and each
other facility is covered by a separate transportation contract with
a Billing Demand equal to, or greater than, 1,000 therms and an
annual usage egual to, or greater than, 200,000 therms. Transporta-
tion service shall only be provided to facilities with a Billing
Demand between 1,000 and 1,500 therms and an annual usage between
200,000 and 300,000 therms when the receipts and deliveries of such
facilities are aggregated with the receipts and deliveries of other
facilities as provided by this paragraph.

3. Transportation service under this tariff will be made available to
eligible customers upon request when the Company has sufficient
distribution system capacity. If the Company determines that it does
not have sufficient distribution system capacity to provide the
reguegted service, it will provide to the customer reguesting
transportation service a written explanation of its distribution
system capacity determination and a preliminary indication of the
necessary changes to facilities, the approximate cost and the time
regquired to provide such requested transportation service.
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B. CHARACTER OF SERVICE (Continued)

5. Authorized Overrun Provision - When requested by the Customer, and
authorized by the Company in its sole discretion, the Customer’'s DSQ
on any day may be increased to a level not to exceed 110% of the

currently effective billing demand, without causing an increase in
such billing demand.

6. Period of Excess Receipts - Effective at the beginning of any day,
as such term is defined in Paragraph 1.1 of Section D hereof, and
with the same notice requirements as in B.l. above, any Customer may
be ordered to limit its DSQ to 115% of the deliveries made to such
Customer. However, any such limitation shall not exceed a total of
eight days in any thirty-day rolling period. When such limitation
order is in effect, the Company will purchase from such Customer any
excess receipts at 75% of the lesser of the first of the month index
or the daily index published in the Gas Daily for MRT west leg
deliveries. Such purchases by the Company shall be used to satisfy
the Company's system supply requirements. When possible, prior to
the notification described above, the Company shall provide advance
notice to Customers on a best-efforts bagis of an imminent Period of
Excess Receipts that may be under consideration by the Company.

C. RATES

The monthly charge per each separately metered location shall consist of
the charges set forth below:

Customer Charge - per month ...icieraiinraroeneocncteccnsecnannans
Reservation Charge - per billing demand therm .........c.vccvauss
Transportation Charge - per therm transported *

For the first 36,000 therms transported per month...cesassen

For all therms transported in excegs of 36,000 thermsS.......
Commodity Charge - per therm sold *

For the first 36,000 therms oold per moONth..cceeceaersanross

For all therms sold in excess of 36,000 therms.....c.cvvueus
Storage Charge - per therm for any full or partial month.........
Authorized Overrun Charge -~ per therm transported..
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RULES AND REGULATIONS

Transportation service shall be furnished under this tariff and unless
stated otherwise in this tariff, such service shall be subject tc the
Company's Tariff Rules and Regulaticons.

BILLING

3.1 The Company will render bills monthly for the transportation and
gsales service furnished during the previous monthly period, and such
billing shall become due 15 days after the date of the invoice. Should
the Customer fail to pay the amount of any such killing by the due date,
an additional charge of 2% of such bill shall be owed. If such failure
shall continue for fifteen (15) days after such payment is due, then the
Company, in addition to any other remedy it may have, may suspend further

receipt and/or delivery of gas to such Customer until all overdue billing
amounts are paid.

3.2 The Customer agrees to reimburse the Company for all taxes and other
fees levied in connection with the transportation service which the

Company is cbligated to pay to any governmental, municipal or taxing
authority.

CONDITIONS OF RECEIPT AND DELIVERY

4.1 The Customer will provide for the delivery of quantities of gas to be
transported to a Receipt Point on the Company's system selected by the
Company and the Company shall deliver to the Customer. at the appropriate
Delivery Point like guantities of gas. Gas transported hereunder shall be
delivered to the Company in the State of Missouri, shall be used exclu-

sively by the Customer in the State of Missouri and shall not be resold by
the Custom?r.

4.2 The Customer and the Company shall establish by mutual agreement the
date on which the receipt and delivery of gas hereunder shall commence.
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4.3 Monthly Balancing. Monthly transportation gas receipts and deliver-

ies shall be maintained in balance by the Customer to the maximum extent

practicable.

Despite the best efforts of the Customer to keep such

receipte and deliveries in balance, any imbalance which does occur shall be
subject to the terms and conditions of this Section.

(a)

(k)

(c)

Monthly Balancing of Over-Delivery to Customer: During any
month when the quantity of gas delivered to the Customer is
greater than the quantity of gas received by the Company on
behalf of the Customer, the Company will sell to the Customer
the quantity of gas required so that any such over-delivery
imbalance at the end of the month is not greater than five (5}
percent of the actual guantity of gas received by the Company
during such month on behalf of the Customer.

Monthly Balancing of Under-Delivery to Customer: During any
month when the quantity of gas delivered to the Customer is
less than the quantity of gas received by the Company on
behalf of the Customer, the storage charge, as set forth
above, shall be applicable to any such under-delivery
imbalance which is in excess of five (5) percent of the actual
quantity of gas received by the Company during such month.

Excessive Over-Delivery and Under-Delivery: Notwithstanding
the foregoing, whenever, in the scle judgement of the Company,
the gquantity of gas received by the Company on behalf of the
Customer has resulted in excessive over-delivery or
under-delivery of gas, the Company will notify the Customer,
by telephone, facsimile or electronic messaging, of such
excessive over-delivery or under-delivery. Upon receipt of
such notice, the Customer will immediately take whatever steps
are necessary to eliminate such excessive over—-delivery or
under-delivery. If the Customer fails to eliminate such
excessive over—delivery or under-delivery, the Company may, at
its sole option: (1) modify such Customer's DSQ to an
appropriate level to eliminate excessive imbalances; or (2)
terminate the Contract. The Company reserves the right to
reject increased DSOs by an affiliate or marketer representing
the Customer, which increase in the Company's judgment is
intended to coffset the reduced DSQ. Nothwithstanding the
foregoing reduction, such reduction shall remain in effect
until a DSQ change is submitted by the Customer and accepted
by the Company.
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{d) Final Balancing: If an over-delivery imbalance exists at the
expiration or termination of a contract, the Company will sell
to the Customer the gquantity of gas necessary to eliminate
such imbalance. BAny final under-delivery imbalance shall be
resolved by the mutual agreement of the Company and the
Customer.

4.4 sSequence of Deliveries. Unless agreed otherwise between the
Company and the Customer, gas delivered to the Customer by the Company

shall be deemed to be delivered or accounted for to the Customer in the
fellowing sequence:

{(a) Any gas which is used to eliminate or reduce any imbalance
incurred by the Customer.

(b) All current DSQ;

(¢) Gas sold by the Company to the customer in the current billing
period.

4.5 Before the Customer commences, or causes to be commenced, the deliv-—
ery of any gas to the Company for transport, such Customer shall furnish
to the Company adeguate information which demonstrates to the Company's
satisfaction that the gas supplies the Customer will purchase, and the
third party transportation to be provided such supplies, will conform to
the delivery specifications of the Company and of the Transporter's
tariff, and that such supplies are reasonably reliable for the purpose of
meeting the Customer's DSQ requirements.

4.6 The determination of system capacity limitations shall be in the sole
discretion of the Company, which discretion will be exercised reasonably.
If capacity limitations restrict the quantities of gas which the Customer
desires to be transported, the Customer may request the Company to make
reasonable enlargements and/or modifications in its existing facilities,
which request(s) the Company shall not unreasonably refuse, provided that
the actual cost {including indirect costs) of such system enlargements
and/or modifications are paid by the Customer. Title to such enlarged
and/or modified facilities shall be, and remain, in the Company free and
clear of any lien or eguity interest by the Customer, or any other person
or party. Nothing herein contained shall be construed as obligating the
Company to construct any extensions or modify its facilities.
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SCHEDULING

5.1 sSchedules of the Customer's DSQ must be received by the Company by
the times provided herein, and may be changed prospectively pursuant to
this tariff. All such schedules and changes thereto shall specify gas
quantities by Receipt and Delivery Point(s). The Company may refuse to
receive or deliver any gas not timely and properly scheduled, and the
Customer indemnifies and holds the Company harmless from any liability
whatscever to the Company for or related to such refusal.

5.2 By at least 10:00 a.m. on the second work day prior to the first
day of each month, the Customer or its designee shall furnish to the
Company a schedule, showing the D5Q of gas the customer desires the
Company to receive and transport for each day during such month. BAny
change in the Customer's DSQ schedule shall only pertain to the
remaining days in the then current menth, and the Custeomer shall notify
the Company by 10:0C a.m. on the day preceding the effective day of any
such DSQ schedule change, or at a later time if agreed to by the
Company, provided that any such notice shall be subject to modification
by the Company in the event such modification is required by operational
considerations. During a Period of Excess Receipts, as defined in
Section B.6. of this rate schedule, such notice may be made by the
Customer on a weekend or holiday provided that the DsS@ change is a
decrease and can be confirmed by the Company with the appropriate
intra-state or interstate pipelines subseguent to such weekend or
holiday. BAll DSQ changes shall be kept to a minimum, as permitted by
operating conditions, and the Customer and the Company shall cooperate
diligently to this end. The Company and the Customer shall inform each
other of any other changes of receipts or deliveries immediately.
Telephonic notice is acceptable for such DSQ scheduling changes;
provided, such notices are followed within twenty-four {24) hours by
written notice, except for notices made on weekends or holidays as
provided above, in which case, the written notice made subsequent to the
telephonic notice must be received by the Company by 10:00 a.m. on the
first work day following such weekend or holiday.
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Terms of Settlement Relating to
Class Cost of Service and Rate Design/Tariff Issues

Paragraph I.A.1.b)

Allocate the first $2,777,000 of the Residential portion
of any rate increase to the first block of the Commodity
charge, in order to produce a 1.0¢ increase in the differential
between the first block and the second block rates. Any
additional increase will be derived exclusively from increases
in the commodity charges and will be applied to both the first
and second blocks on an equal percentage basis.

Paragraph I.A.2.a)

Increase rates by $587,000 in non-gas revenues before any
rate increase.
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RECONNECTION CHARGES

Charges for reconnection of service as described in Rule No. 15 of this
tariff, shall be as follows:

(AR} Residential customer. . . . « . + 2+ + + .

v e e e s $54.00

{B) Commercial or industrial customer, the greater of:
(1) The applicable charge set out in (A) above; or

{(2) A charge that is equal to the actual labor and material costs

that are incurred to complete the disconnection and the
reconnection cf service.

{(C) Residential, commercial, or industrial customer whose service pipe
was disconnected and/or whose meter was removed by reason of

fraudulent use or tampering, the greater of:
{1) The applicable charge set out in (A) or (B) above; or
(2) A charge that is equal to the actual labor and material costa

that are incurred 'in the removal of the meter or disconnection

of the service pipe and the reinstallation of the meter or the
reconnection of the service pipe.

METER READING NON-ACCESS CHARGE

The charge for non-access as described in Rule No. 22 of this tariff, shall
be as feollowsa:

Charge For NOn-ACCESH. + + o o s 4 o+ s o 4 ¢ s 3 + « + 4 4 $10.00
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LACLEDE GAS COMPANY .

BILLING DETERB”N

{

s

WITHOUT TRUE-UP
No. of Bills Demand Thms  istBIk Thms 2nd Bilk Thms  Total Therms
General Service ‘
Residential - Nov-Apc . 3,530,377 213,604,757 264,462850 478,157.607
Residential - May-Oct 3,490,428 90,303,323 7.920,534 98,223,857
C & 1- Nov-Apr 234,450 19,934,923 160,298,396 180,233,319
C & I - May-Oct 230,441 8,507,203 32,011,568 40,518,771
ST 7.494 696 332,440,206 464.693,.348 797,133,554
ir itiopi
Residential - Nav-Apr 2,677 166,838 272,429 439,267 |
Residential - May-Oct 2,622 121,059 181,274 302,3331 1
C & I - Nov-Apr 314 98.272  1497.370 1525042 |
C & | - May-Oct 320 26,475 2,104,899 2,131,3741"
SIT 5,033 342,644 4,055,972 4,398,616
Large Volume
C&l 1,588 2550672 27,991,438 3,962,781 31,954,219
ST 1,588 2,559,672 27,991,438 3,062,781 31,954,219
Interruptible
Ca&l 169 5,512,715 674,499 6,187,214 !
S 169 5,512,715 674,499 6.187,214
General LP Gas
Residenttal 2,438 130,766 °
C&l 12 4501 !
ST 2.449 131.218] .
Unmetered Gas Light 1,425 128,432 5,812 134,244 !
Vehicular Fuye! 58 563,087 563,087 .
n tion k
_Firm t
C&l 732 4,649 560 21,360,830 49 365,563 70,726,092 |
i
ST 732 4,649,560 21.360,630 49,365,563 70,726,002 :
“Basi |
C&l 1,104 7,042,760 15,015,516 88,601,083 123,706,609
L ST 1,104 7.042 760 35,016,516 88,601,004 123,708,609] .
Thermns Sold
C&| -Fim 723,519 1,454 839 2,178,358
C &t -Basic 174,533 3,006,488 3,181,021
ST 898,053 4,461,327 5,359,360
thoriz Vi n
Eimm
C&t 415,110
Basic
C&l 502,000
SIT 917.110
thor - ‘
cal
ST .
Transponation Yotal 1836 11.692020 57,274,098 142,517,984 200,709,181} "
Total All 7,508,154 14,251,092 423,689,533 616,473,483 1,041,211,340
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STATE OF MISSOURI
OFFICE OF THE PUBLIC SERVICE COMMISSION

I have compared the preceding copy with the original on file in this office and

1 do hereby certify the same to be a true copy therefrom and the whole thereof.

WITNESS my hand and seal of the Public Service Commission, at Jefferson
City, Missouri, this 14" day of December 1999.

. . Secretary/Chief Regulatory Law Judge




