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BEFORE THE PUBLIC SERVICE COMMISSION

In The Matter Of Southern Missouri Gas

	

)
Company, L.P .'s Purchased Gas Adjustment )
Factors To Be Reviewed In Its 1999-2000

	

)
and 2000-2001 Actual Cost Adjustment

	

)

STATE OF MISSOURI

	

)
ss

COUNTY OF COLE

	

)

OF THE STATE OF MISSOURI

AFFIDAVIT OFJAMES M. RUSSO

James M. Russo, of lawful age, on his oath states :

	

that he has participated in the
preparation ofthe following Direct Testimony in question and answer form, consisting of- 4
pages of Direct Testimony to be presented in the above case, that the answers in the following
Direct Testimony were given by him; that he has knowledge of the matters set forth in such
answers; and that such matters are true to the best ofhis knowledge and belief.

Subscribed and sworn to before me this

	

9a`

	

day of January, 2003 .

My commission expires

Case No. GR-2001-388

e J6 fi-~-
James M. Russo
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DIRECT TESTIMONY

OF

JAMES M. RUSSO

SOUTHERN MISSOURI GAS COMPANY, L.P.

CASE NO. GR-2001-388

Q.

	

Please state your name and business address .

A. James M. Russo, P . O. Box 360, Jefferson City, Missouri 65102.

Q.

	

Bywhom are you employed and in what capacity?

A. I am a Regulatory Auditor IV with the Missouri Public Service Commission

(Commission) .

Q.

	

Please describe your educational background and other qualifications.

A. I graduated from California State University-Fresno, Fresno, California, and

received a Bachelor of Science degree in Accounting. Prior to my employment with the

Commission, I was employed in various capacities by local elected officials in county

government. I was the assistant treasurer-tax collector for San Joaquin and El Dorado

Counties in California . My responsibilities included all financial dealings of the counties

and all accounting activities of the agency. In addition, I was the supervising accountant

auditor in El Dorado County for two years . My division was responsible for internal

audits of all county agencies, special districts, and franchise/lease agreements.

Q.

	

What has been the nature of your duties with the Commission?

A. From April 1997 to December 2001, I worked in the Accounting Department

of the Commission, where my duties consisted of directing and assisting with various

audits and examinations of the books and records of public utilities operating within the

State of Missouri ; under the jurisdiction of the Commission. On December 16, 2001, I
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assumed the position of Regulatory Auditor IV in the Energy Tariffs/Rate Design

Department where my duties consist of analyzing applications, reviewing tariffs, and

making recommendations based upon these evaluations.

Q .

	

Have' you previously filed testimony before this Commission?

"

	

A. Yes, I have . Please refer to Schedule 1, which is attached to this testimony,

for a list ofcases in which I have filed testimony.

Q.

	

With reference to Case No. GR-2001-388, have you made an examination

and study of the Southern Missouri Gas Company, L.P . (SMG or Company) tariff

currently on file with the Commission?

A. Yes, in conjunction with other members ofthe Commission Staff (Staff).

Q.

	

Is SMG currently following the Transportation Service section of their

tariff?

A. No. In violation of Commission rules and SMG's existing tariff on file with

the Commission, SMG has added a customer class entitled : "Internal Transport

Customers Service ." SMG did not seek Commission approval for this customer class .

The Company is currently providing "Internal Transport Service" to two industrial

customers at rates that are less than the approved current tariff rates on file with the

Commission. Staff cannot support any regulated utility creating additional customer

classes without prior approval from the Commission.

Q.

	

What action does Staff recommend the Commission take at this time for

this violation of Rules and Regulations by SMG?

A. Staffrequests that the Commission order that a conference be held on January

16, 2003, with all parties involved to attempt to resolve this violation to the satisfaction

of all parties .

	

This conference will allow ample time for the Staff to provide the
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Commission with details ofany settlement of the violation, or other alternatives available

to the Commission during the scheduled hearings on this case .

Q .

	

Does Staffhave other concerns regarding SMG .delivering gas to a class of

customers at an unauthorized reduced rate?

A. Yes . By not seeking prior Commission approval for this service, and allowing

Staff the opportunity to review the new customer class and rate, Staff was unable to

perform any review to analyze any positive or detrimental impact upon any other

customer class. Staff Witness Annell Bailey, of the Commission's Procurement Analysis

Department (PAD) discusses the impact of this customer class on the Company's other

customers as it relates to the Actual Cost Adjustment (ACA) in her Direct Testimony .

Q.

	

What steps should SMG have followed as it relates to the Company's

Internal Customer Class?

A. SMG should have filed proposed tariff sheets or proposed special contracts for

Staffs review and Commission approval before any special contracts went into effect .

Staff would want to perform a cost-benefit analysis as part of Staff's overall review

process of any special contract proposed by SMG.

Q.

	

What are the possible advantages of allowing SMG the ability to negotiate

special contracts with customers qualifying as transportation customers?

A.

	

SMG and its customers may benefit through a retention of existing

customers that otherwise may be lost to alternative markets, by serving qualifying

customers at a market competitive rate . SMG's customers benefit by SMG keeping

existing customers by spreading its costs over a larger volume, thereby lowering all

customers overall cost of service .

	

Also, there are no additional customer classes
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requiring additional record keeping and data review by the Company and Staff in the

PGA and rate case processes .

Q .

	

What is Staff's concern with Section IV. of the Purchased Gas Adjustment

Clause of the Company's tariff?

A. Staff notes that on Sheet 26, Section IV. (a), states : "No carrying costs shall

be applied in connection with any PGA-related item, until such time as the net "Deferred

Carrying Cost Balance" (DCCB) exceeds an amount equal to ten percent (10%) of

SMG's average annual level of gas costs for the then most three recent ACA periods . . ."

Sheet 26.1 Section (b) states : "In the event the DCCB exceeds ten percent of the LDC's

Annual Gas Cost Level, a carrying cost equal to simple interest at the prime rate minus

one percentage point shall be applied to such portion of the balance amounts as exceeds

five percent for the period such excess balance amounts exist."

Schedule 2 attached to my Direct Testimony is a copy of the Stipulation

and Agreement filed in Case No. GO-97-407, which states in Section D Carrying Costs,

subsection 2, on page 7: " . . . shall be applied to such portion of the balance amounts as

exceeds ten percent for the period such excess balance amounts exist." Staff

recommends . that the Company file new tariff sheets changing the five percent on Sheet

26.1 Section (b) to ten percent . This change will make the SMG's tariffs sheets

consistent with the last Stipulation and Agreement .

Q .

	

Does this conclude your testimony?

A. Yes, it does .



RATE CASE PROCEEDING PARTICIPATION

JAMESM. RUSSO

COMPANY CASE NO.

Schedule l-1

Union Electric Company GR-97-393

GasconyWater Company WA-97-510

St . Joseph Light and PowerCompany EC-98-573

St . Joseph Light and PowerCompany HR-99-245

St . Joseph Light and PowerCompany GR-99-246

St . Joseph Light and PowerCompany ER-99-247

UtiliCorp United Inc./St . Joseph Light andPowerCompany EM-2000-292
UtiliCorp United Inc./Empire District Electric Company EM-2000-369
Osage Water Company WR-2000-557

Osage Water Company SR-2000-556

Missouri Gas Energy GR-2001-292

Environmental Utilities WA-2002-65

Laclede GasCompany GR-2002-356

Laclede GasCompany GA-2002-429
Missouri Gas Energy GT-2003-0033

Aquila Networks L & P GT-2003-0038
Southern Missouri Gas Company, L.P . GT-2003-0031

Atmos Energy Corporation GT-2003-0037

Fidelity Natural Gas, Inc. GT-2003-0036

Laclede Gas Company GT-2003-0032

Union Electric Company GT-2003-0034



In thematter of the op(--!ration
of Southern Miosouri Gas
C,;erpany L .P .'s Purchased Gas
Adjustment Clause .

8:.FORE THE PVSLIC SERVICE COMMISSION

	

SEP 0 5 7997OF THE STATE OF 1SISSOVRI

Stirulation and Agreement

-nf'+lilC SERVICE C"

	

4 .1s,

Case No . GO-97-407

ProeeduZAJ-Zis torv

On April 1, 1?97, the Staff of the Missouri Public Service

Commission ;Staff) and Southern Missouri Gas Company, L .P . i"SMGC

or. Ccmpany") filed a Joint Motion to open Pocket and a Joint Motion

co Cstablj.~;h Procedural Schedule . In the Joint Motion, Staff

stated that events - during the last heating season had raised

generalqueations regarding the frequency of Purchased Gas

Adjustment ("PGA") . . . .filings and the.-extent to which changes in

various`PGt, factors: ihculd be prorated for billing purposed . Staff

aria jMGC-accordingly requested that the Commission open this docket

for the, purpose of t "yamining these two issues, and these two issues

al :xire, .'in advance c4.. the next winter heating season .

On.Aptil 10, 1'^'j7, the Commission issued an order in Case No .

CO-97-407 . it: wha.ch it opened this docket, established the

pr-ocedural' sche(+: t t_

	

recommended by Staf f and ' SMGC,

	

and directed

t'c :a= notice'of thi :j proceeding be provided .

	

The Commission also

SCHEDULE 2-1



issu_3 Orders c.h=ning similar dockets applicahle to the other local

(list rib'urion -- , -nnies w~'_ch operate in Miss2,uri .

Subsequent. ro the, issuance of these orders, representatives of

the Staff, SMGC and other gas utilities met in an effort to discuss

the issues rai~::rd in `each docket and determine whether agreements

resolving the issues could be reached . As a result of those

discussions, . Sta :f and SMGC have reached the following stipulations

and agreements :

II . :

	

¬:~yencv o£PGA Pilings

Fer purposes of resolving the issue relating to the frequency

of PGA flings, SMGC and Staff have agreed to certain significant

SM ":C'z PGA tariff which, if approved by the

substantially limit the,. number of PGA filings

made by _cMGC P "+ch year . These proposed PGA tariff revisions are

ant forth in "ttaraiment

"Propoued PGA Tarltf") and include the following modifications :

tariffs, :.;MGC md'-y make a PGA filing whenever changes in gas costs

A Lo this Stipulation and Agreement (the

and Timing_of PGA Filings -- Under its existing

in an aggregate annual increase or decrease of more

than $100,')!)0 ic ; monthly firms sales revenues . ,Under the Proposed

PGA rariLY,

	

shall be permitted . to make no more than .two

- Page 2 -
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scheduled :",A filings, each calendar year and one unscheduled PG~".

filing each winter period pursuant to the following terms :

Scheduled P.A. F' inas -- The first scheduled PCP

filing (hereinafter the "Winter FGA Filing") shall be filed between

5 and November 4, 1997 aad between October 15 and

November 4 of each succeeding calendar year thereafter . The second

scheduled PCA filing (hereinafter the "Summer .PGA Filing") shall be

filed betw.-.en March 15 and April 4, 1998 and between March 15 and

April 4 of each succeeding calendar year thereafter .

unscheduled Winter PGA Filing -- In addition to

these two scheduled PGA filings, SMGC, shall also be permitted to

unscheduled.' winter PGA filing on an _annual basis

(hereinafter Lhe "Unscheduled Winter FGA Filing") in the period

betwef.~n the _. fective date of the Winter PGA Filing and the next

5u,mmvr PGA F: .l.iry, pravided that at the time of such Unscheduled

Winter PGA Filing, r'aere is : (a) a projected under-recovery in

paarayraph Ii . D .1 heiein, equal to or greater than fifteen percent

or (b) a projected over-recovery

equal to . or . greater � than ten percent of .SMGC's Annual Gas Cost.

L~-vel . ``The protected under- or-over-recovery shall be determined

b,, adding :

	

tl,e actual net over- or under-recovery amount in the"

- Page 3 -

SMGC's Deferred Carrying Cost ;Balance

	

("DCCB"), as defined

;` SM:"C's -Annual Gas Cost Level

SCHEDULE 2-3



the time: the Unscheduled Winter PGA Filing is made, and

(2) the estimated ovei:- or under-recovery amount which, based cri

the LDC's actual gas commodity costs at the time of the Unscheduled

Winter PGA Filing ; would otherwise occur in the ensuing monthly

;;period absent the filing .

t-he Commission no less than ten business days prior to the proposed

effective date .

r : :1 . . nr-_ of PGA Fil ;ngg

The scheduled Winter and Summer PGA Filings shall

(a) refunds relating to or arising

dutiiig the prior period, and (b) DCCR-related adjustments, and

"(c) SMUC'a`estimate ..of annualized gas . cost revenue requirements for

the period .betw, =, :i�the date of such filing and the next scheduled

contain rates re--,`iecting :

Notice Period -- Each PGA filing shall be filed with

in' addition :

(a) In the Winter PGA Filing, SMGC shall file

revised ACA factors relating to the immediately preceding twelve

mcn-,.hs ending f*_r_)ust (prior ACA period) . .

(b),,Ip any,Unscheduled Winter PGA Filing, SMGC may

file` ; a ratra ch. ingt "not to exceed five cents ($ .05) per Ccf,

(hereinafter t)i,_ "i.%scheduled Winter PGA Filing Adjustment Factor)'

- Page 4 -
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which is designed to return to, or receive from, ratepayers any

CC:3- :-elated over- or under-recoveries of gas costs that ha-e_

	

_

	

be-7,

;-,deferred by S14GC since its Winter PGA Filing . The Unschedul<-,5

Winter PGA Filinc Ad ;ustment Factor shall remain in effect only

until the :next scheduled Summer PGA Filing ._ Additionally SMGC

shall file a current estimate of annualized gas costs revenue

requirements i.r_tween the date of such filing and the next scheduled

C . ELL :- to

	

Annualized .a~ Costs -- The level of

annualized,aas costs to, be reflected in each PGA filing shall be

sL~ject to the following conditions :

-ixed Cas Costa -- The gas cost revenue requirement.

pipeline transportation and storage charges,

f xed gas supgly chargt-s, and other F~RC authorized charges, shall'!

be determined in the -came manner asunder SMGC's now existing PGA''

` Proct.dures .

charges, and ocher FERC-authorized

;each_ PGA-filing, provided that :

- Page 5 . -
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--The level of gas costs

slating t~. .garj suppIj.y commodity costs, variable transportation

variable charges

determined by a-_c. for purposes of estimating this component

SCHEDULE 2-5



(a) for any scheduled PGA filing, such estimate

shall not exceed a per !.cf ccjLi ;. eyuai to the higher of :

(1) SMGC's actual commodity gas cost per Ccf

for currently purchased gas supplies in the month in which the FGA

filing is made ;'cr

(2) The average of (i) the single highest

weighted average commodity gas cost per Ccf and (ii) the overall

weighted average commodity gas cost per Ccf actually incurred by

SMGC, for currently purchased gas supplies in the applicable winter

or. summer ..period during the then three most recent ACA periods .

estimate shall not exceed a per Ccf cost equal to SMGC's actual C-r . :

'Ccf, commodity cost of gas, for currently purchased gas supplies in

(b) for any Unscheduled Winter PGA Filing, such

the to-,nth in which ouch Unscheduled Winter PGA Filing is made .

was developed .

(c) SMG~= will provide Staff and the Office of the

Public Counsel (OPC) information necessary .to show how the factor

;'arZ:rinu Qa .I -- Carrying costs shall be applied to certain

defe :red gas cost balances in the following manner :

t;- : carrying costs shall be applied until such time

rid t ze net :DCCi3 "_xceeds an amount equal to ten percent of SMGC's

annual .~vel of gas costs for the then most three recent

- Page 6 -
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. ACA, periods, beginning with the three ACA periods immedia--.yl -s

recedir:r,; t ::e sb9'~/JO winter period--(hereinafter-"Annual Gas -ELevel"),

which shall initially (until the 1998 winter PGA filing) =

be based on the three ACA periods immediately preceding the 1997/98

The DCCB shall include the cumulative under- or .winter . period .

'-:over-recoveries of gas costs at the end of each month for each

annual ACA period . The under- and over-recoveries of gas costs to -"
be included in the DC-B .shall be defined as the product of : (a) tt:e

difference . between SMGC's actual annualized unit cost of gas,

with storage) and theestimated annualized unit cost of -

s factor, i ::zlud d in SMGC's then most recent PGA filing, times .-

(b),,the -total, VOIumes of gas sold during such month .

Trl t):e event the DCCB (whether over- ur

under-recovered) ~xCeeds ten percent of SMGC's Annual Gas Cost

Level,` - a'`carryin<,r cost equal to simple interest at the prime rate

:.a noted' in the twall Street Journal on the first business day of

tha following mca :ciI, minus one percentage point shall be applied to

such portion of the balance amounts as exceeds ten percent for the

period such exc-go balance amounts exist .



attachment 8 the C.Dmpany sets out its position that prorating the

PGA is impractical . If the Company persuades the Commission that

proration of customer , bills is impractical, SMGC may use an

administrative pr "_ceJure to obviate the need to prorate, provi&:d

that no customer shall. be charged a rate for gas which was not in

effect on the date the customer took service .

I &
I

	

the Commission orders SMGC to prorate its PGA, the

undersigned parties agree that any increase'or decrease in any PGA

factor, inciud ng ACA and refund factors, shall be applied prorata

to customers' bills fer service rendered on and after the effective

The parties further agree that bills whi~ .i

contain multiple PGA rate changes during a customer's billing cycle

shall be prorated between the old and new rates in proportion to

the number of day=i in the ." customer's billing cycle that such rates

were in effect .

Currently, SK~C_does. . not _prorate its PGA__charges__._ I

V3ri 1L= "-' Lrcnn PGA Provisions Nothing in this

Stipulation and esyxe_ment shall expand . or limit whatever authority

-SMGC may_havo r_. see'_ a variance, or waiver from any SMGC tariff -

This Stipulation and Agreement

- Page 5 -
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--hall not be --On-at-rued as affecting in any way SMGC.'s right to se--k

rgenc; ~r pe--r nent pat- relief' =aril -c:ianges in : . . .,_

manner in which it bills its customers .

PGA Clause revisi-ns proposed herein address the immediate concerns

raised in Case No . GO-97-407 as such concerns relate to SMGC . SM:,C

agrees to cooperate with the Staff, OPC and other interested

j parties

	

in ..examining

	

the

	

desirability

	

and .feasibility

implementing further changes to its tariffs in advance of the

1798/99 winter heating season, based on a review of how well the

PGA Clause,, as modified herein, will have operated during the

1997/98 winter heating season . The parties also acknowledge that

'significantly altered

, aval,« tion of PGA Clause -- The parties agree that the .:

need to be -

in the event any further, significant

sVGC,s services were to be -.implemented by the

PGA;-structuze provided for herein would

Data Reminsts -- All data requests previously submitted

y Staff to SMGC in these dockets shall be withdrawn . Staff may

-resubmit Data Rt^.iuest No .,5001 and SMGC will provide its response

ta :such data re=quest within 20 days, provided that such response

will be furnish-ci without any prejuaice to -SMGC's right to obje ":t . �



subsequ-,ritly to the relevancy or admissibility of the information

provided ._ . .

shall be deemed to have approved or acquiesced in any'ratemaking or

procedural pri%ciple, any method of. cost determination or cost

allocation, or any service or payment standard ; and none of the

signatories shall be prejudiced or bound in. any manner by the terms

of this Stipulation and Agreement in this or any other proceeding,

except as otharwise expressly specified herein .

extensive negotiations among the signatories and the terms hereof

are inte.-deperr.7ent . in the event the commission does not approve

;arid adopt tid Stipulation and Agreement in total, then this

Stipulation and Agreement shall be void and no signatory shall be

;bound by c,:,y of the agreements or provisions hereof ..

None cf .the signatories to this Stipulation and Agreement_

This Stipulation and Agreement has

! :i the event the Commission accepts the specific terms of

this Stipulation and Agreement, the Parties waive, with respect t,

the issues re-olved herein : their respective rights pursuant to

Section'-536 .080 .1 (RSMo . 1994) to present testimony, to

cross-examine ,-itnesses, and to present oral argument and written.

briefs ; tl.,:ir r-spective rights to the reading of the transcript by

- Page 10 -



" .the -Commission pursuant to Section 536 .080 .2'(RSMo . 1994) ; and .

respective - rights -- to -- juaicial -- revievt

	

pursuanr-to -their

Section 385 .510 (RSMo . 1994) .

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 Stipulation and Agreement . Each

Pasty of rLcor.:i shall be served with a copy of any memorandum acrd

shall be entitled to submit to the Commission, . within five (5) days

TeCeApt of Staff's memorandum, a responsive memorandum which . .:

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 Ia przr." of tho record of this proceeding or bind or prejudice -,

the Party submitting such memorandum in any future proceeding or ; in

.this procuediccg, whether or not the commission approves this

Stipulation and AgL..=ement .

	

The contents of . any memorandum provided

. by any Part,;, are its: own and are not acquiesced in or otherwise.

adopted by Lhe other signatories to this Stipulation and Agreement,

whether or not the Ccnunission approves, and adopts this Stipulation



,.The Staff shall also have`the right' to provide, at any agenda

meeting at which thin Stipulation iEd Agreement Td

whatever oral explanation the ;

Commission requests ; provided that the Staff shall, to the extent;

considered `` by' the

	

Commission,

reasonably practicable, promptly provide other Parties with advance;

notice -of when the Staff shall respond to the Commission's request

rom~Staff, (and afford all such parties, .to the maximum extent

practicable, the right to be present at such oral explanation) :

Staffs oral . explanation shall be subject to public disclosure,

except,,to the extent it refers to matters that are privileged or=

rotected from disclosure pursuant to any . Protective order issued.'

In order for SMGC to have adequate . time to implement all.

;-' aspects ; of ,this Stipulation and Agreement prior to the Winter PGA.

Filing, :the parties urge the Commission to,issue an Order Adopting

the Stipulation and Agreement with an effective date of no later

WHEREFORE, the undersigned Parties respectfully request that

the Commission issue its order approving all of the specific terms

and-conditions . of . this . Stipulation and Agreement to be effective .,i



Penny G . aaker, #346f~~
Deputy General CounseY

Thomas R. Schwarz, #29645
>Deputy General Counsel

P . O . Box 360
Jefferson City, MO 65102
-573-751-6651
-,573-751-9285 (fax)

ATTORNEYS FOR THE STAFF OF
THE MISSOURI PUBLIC SERVICE
'COMMISSION

es M . Fischer, tit7543
orney at Law

`101 W . McCarty, Ste . 215
;Jefferson City, MO 55101
573-636-6758
573-636-0383

4ATTORNEY FOR
SOUTHERN MISSOURI GAS CO ., L.P .

CERTIFICATE OF SERVICE

hereby certify that copies of the foregoing have been mailed or .
- .hand-delivered to all counsel of record as shown on the attached
. .','service list this 5th day of September, 1997 .
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Respectfully Submitted,

Douglas E . Micheel, #38371
Senior Public Counsel
The Office of the Public
P . O. Box 7800
Jefferson City, MO 65102
573-751-5560
573-751-5562

ATTORNEY FOR THE OFFICE OF
THE PUBLIC COUNSEL


