STATE OF MISSOURI

PUBLIC SERVICE COMMISSION

At a session of the Public Service Commission held at its office in Jefferson City on the 25th day of March, 2003.

In the Matter of Tariff Sheets Proposing

)

Changes to the Purchased Gas Adjustment
)
Case No. GT-2003-0302
Clause of Union Electric Company, Doing
)
Tariff No. YG-2003-1601

Business as AmerenUE.



)

ORDER SUSPENDING TARIFF
On February 25, 2003, Union Electric Company, doing business as AmerenUE, filed its proposed tariff sheets, effective on April 1, 2003.  In its transmittal letter, Ameren stated: 

These revised sheets reflect proposed changes to the Company's Purchased Gas Adjustment (PGA) Clause. These changes resulted from the numerous technical conferences which were held as part of the Commission's generic docket on the review of the Purchased Gas Adjustment Clause in the Tariffs of Local Distribution Companies (Case No. GO-2002-452).

On March 18, the Commission directed its Staff to file its recommendation and memorandum in this matter by March 20.  Staff complied and filed its recommendation and memorandum on that date.  Therein, Staff recommends that the Commission approve the proposed tariff sheets as filed.  Specifically, Staff states:

This filing is designed to modify Ameren's Purchased Gas Adjustment Clause (PGA) as a result of an agreement reached in the Commission’s generic docket on the review of the PGA in the tariffs of Local Distribution Companies in Case No. GO-2002-452.  . . . Staff has reviewed this filing and has determined that the tariff sheets are filed in compliance with those agreements and recommends that the tariff sheets be approved, as filed, to be effective on and after April 1, 2003.  

However, a review of Case No. GO‑2002‑452 reveals that that case is still pending.  No agreement of the parties has ever been filed in that case and no such agreement has been approved by the Commission.  In its Status Report filed in Case No. GO‑2002‑452 on March 17, 2003, Staff states:


The Office of the Public Counsel (OPC), all Missouri natural gas distribution companies (LDCs), and the Staff have met a number of times, and exchanged considerable information, in this case concerning the purchased gas adjustment/actual cost adjustment (PGA/ACA) process.  The parties have reached consensus on a number of items, and a number of items remain for further consideration[.] 

The present case is not, as may first appear, a tariff filed in compliance with an agreement approved by the Commission.  Rather, the present case is the first occasion that any of the details of purported agreement have been presented to the Commission for approval.  Those details are as follows:


The parties have generally agreed on eliminating the threshold for interest calculations on over and under recovery of purchased gas costs.  Small LDCs with limited over and under recovery balances have agreed to waive interest requirements within certain thresholds.


The parties have agreed that LDCs may file up to four PGA filings per year (one mandatory in October or November), not closer than 60 days apart.


The parties have agreed that the factors used to calculate PGA rates will be stated in each LDC’s tariff.  


The parties have agreed to use pipeline refunds to directly offset gas costs in the ACA account.  The LDCs will need to maintain the current separation of various customer classifications.  


The parties have agreed that the LDCs will provide workpapers in electronic format when PGA rates are changed.  


The parties, other than Laclede Gas Company, have agreed to eliminate the Deferred Carrying Cost Balance (DCCB) approach to track over or under recovery balances for gas costs.  The LDCs will use the ACA account to track such over or under recoveries.  Laclede Gas Company believes that such a change will have a revenue impact, and will address the issue in its next general rate case.


The parties generally agree that hedging costs, including related cash requirements, will be included in the PGA/ACA.  Staff suggested that it would be appropriate to recover fixed pipeline reservation costs through means other than by commodity or margin rates; that the parties should consider low-income tariffs similar to that implemented as an experiment by MGE in its Joplin service area; and that LDCs consider offering customers a fixed-bill option.  This is an area for further discussion.


The LDCs have provided Staff with draft tariff language to reflect the above-listed modifications to the ACA/PGA process, and each will file tariff language after review by the Staff and OPC.  Staff has been reviewing these proposed drafts as they come in.  Staff does not believe that any further action on these items remains to be done in this case.


The parties have reviewed, and generally agreed upon, draft language of a proposed rule on gas price volatility mitigation (hedging).  That issue will be further addressed in a separate rulemaking filing.


The parties have discussed annual gas supply plan information and format.  No consensus has been reached on this issue, and Staff does not anticipate that the parties will reach a consensus in this case.  Staff suggests that this issue can be best addressed in a separate case.

The Purchased Gas Adjustment/Actual Cost Adjustment process is a mechanism whereby changes in the cost of natural gas may be quickly passed on to consumers.  Natural gas prices are volatile and gas cost rate adjustments made via a traditional general rate case would result in an unacceptable degree of regulatory lag.  Were prices to fall, for example, consumers would nonetheless pay unnecessarily high rates for perhaps eleven months until the rate case was completed.  The PGA/ACA process is thus good for both the company and its customers, consequently, as rates can be quickly adjusted up or down to reflect actual gas cost movements.  The PGA rates are interim rates, paid subject to an annual audit and true-up during the ACA phase.  

The PGA/ACA mechanism is an exception to the rules that generally govern utility rates and tariffs.  This exception is permissible because the PGA/ACA mechanism acts to pass through to consumers commodity price fluctuations over which the utility has no control and which are not subject to offset by fluctuations in other costs faced by the utility.
 The PGA/ACA mechanism is naturally a matter of great public interest, particularly at times when natural gas prices and demand are both high.  General rate cases often attract intervening stakeholders who represent various points of view in the ratemaking process.   In reviewing Case No. GO‑2002‑452, the Commission notes that no effort was made to provide notice to all interested parties of the pendency of that case.  It is true that the Office of the Public Counsel has participated in that case, but the Commission has not yet seen any pleading demonstrating Public Counsel’s agreement to the proposed changes in the PGA/ACA process.  

In the present case, Ameren seeks approval of tariff revisions designed to implement the agreements evidently reached in Case No. GO‑2002‑452.  However, as noted, these significant changes in the PGA/ACA mechanism have never been presented to the Commission for review, consideration and approval.  Likewise, natural gas users have not had an opportunity to review and comment on the proposed changes.  Therefore, the Commission finds that implementation of the proposed changes through tariff revisions is premature.  Section 393.150.1, RSMo 2000, authorizes the Commission to suspend proposed gas corporation tariff sheets for 120 days while a hearing is had “concerning the propriety of such [tariff sheets.]”  The Commission will suspend Ameren’s proposed tariff sheets while Case No. GO‑2002‑452 goes forward.

IT IS THEREFORE ORDERED:
1. That the proposed tariff sheets filed by Union Electric Company, doing business as AmerenUE, on February 25, 2003, Tariff No. YG‑2003‑1601, bearing the effective date of April 1, 2003, are hereby suspended for 120 days pending the further order of the Commission, until July 30, 2003.  The specific sheets  suspended are:

  ___________________P.S.C. Mo. No. 2_______________  ___

5th Revised Sheet No. 22, Canceling 4th Revised Sheet No. 22

5th Revised Sheet No. 23, Canceling 4th Revised Sheet No. 23

4th Revised Sheet No. 24, Canceling 3rd Revised Sheet No. 24

5th Revised Sheet No. 25, Canceling 4th Revised Sheet No. 25

5th Revised Sheet No. 26, Canceling 4th Revised Sheet No. 26

5th Revised Sheet No. 27, Canceling 4th Revised Sheet No . 27

7th Revised Sheet No. 28, Canceling 6th Revised Sheet No. 28

8th Revised Sheet No. 29, Canceling 7th Revised Sheet No . 29

3rd Revised Sheet No. 29.1, Canceling 2nd Revised Sheet No. 29.1

2nd Revised Sheet No. 29.2, Canceling 1st Revised Sheet No. 29.2

2. That this order shall become effective on April 1, 2003.

BY THE COMMISSION

Dale Hardy Roberts

Secretary/Chief Regulatory Law Judge
( S E A L )

Simmons, Ch., Murray, Lumpe,

Gaw, and Forbis, CC., concur.

Thompson, Deputy Chief Regulatory Law Judge

� This list is drawn from Staff’s March 17, 2003, Status Report in Case No. GO-2002-452.  


� State ex rel. Midwest Gas Users' Ass'n v. Public Service Commission, 976 S.W.2d 470, 479-480 (Mo. App.,  W.D. 1998).
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