BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF MISSOURI
In the Matter of Missouri Gas Utility, Inc.’s

) 
Purchased Gas Adjustment Tariff


)
Case No. GR-2012-0115
Filing.






)

MOTION FOR LEAVE AND

RESPONSE TO STAFF RECOMMENDATION AND MEMORANDUM

Comes now Summit Natural Gas of Missouri, Inc. (SNG or Company) (formerly known as Missouri Gas Utility, Inc. (MGU)), and respectfully provides to the Missouri Public Service Commission (Commission) the following Motion for Leave and Response to the Staff Recommendation and Memorandum:

1.
On August 30, 2012, the Commission Staff (Staff) filed its Recommendation and Memorandum in this matter.  This document set out the results of Staff’s audit of the billed revenues and actual gas costs for the period September 1, 2010 through August 31, 2011, included in MGU’s 2010-2011 Actual Cost Adjustment (ACA) filing.  
2.
On August 31, 2012, the Commission issued its Order Establishing Response Deadline wherein it ordered the Company to respond to the Staff Recommendation and Memorandum no later than September 30, 2012 (a Sunday).  
3.
Because of personnel availability issues associated with the press of matters in Missouri and other states where SNG’s parent operates, SNG was unable to complete and file its response to the Staff Recomemdnation and Memorandum by October 1, 2012.  SNGMO accordingly asks for leave to late-file its response.  The two delay in this response should not prejudice any party as no procedural schedule has been set in this matter.
4.
SNG will respond to the various issues identified by Staff in the following paragraphs.  SNG’s response will reference the Memorandum by use of the same section titles utilized by the Staff.  There is one Staff recommended adjustment this ACA period.

BILLED REVENUE AND ACUTAL GAS COSTS

5.
Staff recommended that demand and commodity-related charges associated with storage inventory should be recovered in the PGA in the month the expense occurred.  The Company agrees with the recommendation, but wants to clarify that there is no demand charge on ANR Pipeline Company, only commodity-related charges.  These will be included in the PGA moving forward.    
RELIABILITY ANALYSIS AND GAS SUPPLY PLANNING


6.
Under this heading, the Staff recommends an adjustment of $8,820 because it believes the Company based its hedging decision on an incorrect Bid Results Summary, and therefore awarded a bid to a higher bidder rather than the lowest bidder.  The Company recognizes its previous submittal of a flawed Bid Results Summary with respect to Company’s hedging decision for the November 2010 – February 2011 period has caused confusion.   This specific document should be disregarded since Company did not act on such bid results but rather made its hedging decision based on then-current market pricing conditions resulting from a subsequent request for updated fixed pricing.  This is further evidenced in Attachment 1 (e-mail dated 03.16.10).  This analysis shows a winter gas supply WACOG of $ 5.77 utilizing the best offered NYMEX Basis Differential of + $ 0.17/dth from bids received on March 10, 2010 (Seminole Energy). Ultimately, Company executed a fixed price of $ 5.76/dth on March 17, 2010, with Asgard Energy.  Based on this analysis, the Company does not agree with Staff’s recommendation, and suggests that it did act prudently and the suggested adjustment should not be ordred by the Commission.
PEAK DAY SUPPLY PLANNING – SOUTHERN SYSTEM


7.
Staff expressed concern regarding the Company’s ability to meet load in the southern system on a peak day.  SNG has a single storage contract with Southern Star, primarily to provide gas to the territory previously known as Southern Missouri Natural Gas (SMNG).  In the event of a peak day, the Warsaw system could become responsible for a portion of the Southern Star contract’s costs.  If required, the Company could, on a secondary basis, assign volumes within the system to the Southern System.  The Company would then internally transfer via Account 191 the corresponding costs from the former SMNG and into the former MGU system.  This option provides additional security that the Company will meet a peak day requirement.  The Company will provide a narrative to show how the company will meet peak day requirements on its Southern System prior to filing the 2012-2013 PGA.
HEDGING
8.
SNG offers the following in response to Staff’s conclusions (a)-(c) related to hedging:
(a) The Company acknowledges the need to create a flexible and responsible hedging plan, and will continue to evaluate its hedging strategy in tresponse to changing market dynamics.  SNG developed and followed an annual Hedging Plan that maintained current and consistent practices.  
(b)
SNG has in place a mixture of delivery alternatives and hedging strategies to meet its heating season requirements and will continue to consider a combination of various alternatives for effecitve hedging.

(c)
SNG will continue to outline a specific hedging strategy in its Gas Supply Plan.  This plan is provided to Staff annually and will continue to document reasoning for transaction decisions.                
WHEREFORE, Summit Natural Gas of Missouri, Inc. respectfully requests that the Commission grant its Motion for Leave and, thereafter, consider this response to the Staff Memorandum and Recommendations and issue such orders as it believes to be reasonable and just.
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