STATE OF MISSOURI

PUBLIC SERVICE COMMISSION

At a session of the Public Service Commission held at its office in Jefferson City on the 2nd day of October, 2003.

In the Matter of the Request of Aquila, Inc.,
)

d/b/a Aquila Networks – L&P and Aquila

)

Networks – MPS, to implement a General
)
Case No. ER-2004-0034

Rate Increase in Electric Rates.


)

ORDER CONCERNING TEST YEAR AND TRUE-UP, 

RESETTING EVIDENTIARY HEARINGS, 

ADOPTING PROCEDURAL SCHEDULE, 

AND CONCERNING LOCAL PUBLIC HEARINGS

On July 7, 2003, Aquila, Inc., d/b/a Aquila Networks – L& P and Aquila Networks – MPS, submitted to the Missouri Public Service Commission proposed tariff sheets intended to implement a general rate increase.  Also on July 7, 2003, Aquila, Inc., d/b/a Aquila Networks – L&P, submitted to the Commission proposed tariff sheets intended to implement a general rate increase for steam heat service.  The proposed electric and steam heat tariff sheets bear effective dates of August 4, 2003.  The proposed electric service tariff sheets are designed to produce an annual increase of $65 million for Aquila Networks – MPS.  The proposed electric service tariff sheets for Aquila Networks – L&P are designed to produce an annual increase of $14.639 million, an overall increase of 15.5 percent.  The proposed steam heat tariff sheets for Aquila Networks – L&P are designed to produce an annual increase of $1.34 million, a 19.2 percent increase.  On July 22, 2003, the Commission suspended both of the Company’s proposed tariff sheets for 120 days plus an additional six months, until June 2, 2004.  Subsequently, on July 24, 2003, the Commission consolidated the electric and steam heat cases, with the electric case (ER-2004-0034) being the lead case. 

On August 22, 2003, the Commission granted the unopposed applications to intervene of Sedalia Industrial Energy Users’ Association; 
 AG Processing Inc.; the City of Kansas City; the United States Department of Defense and other Federal Executive Agencies; and the Missouri Department of Natural Resources.

The Test Year:

The Commission’s Suspension Orders and Notices of July 22, 2003, directed that Aquila file its test year recommendation by August 5, 2003.  The other parties were directed to respond by August 19.  The test year is a central component in the ratemaking process.  Rates are usually established based upon a historical test year which focuses on four factors:  (1) the rate of return the utility has an opportunity to earn; (2) the rate base upon which a return may be earned; (3) the depreciation costs of plant and equipment; and (4) allowable operating expenses.
  From these four factors is calculated the “revenue requirement,” which, in the context of ratemaking, is the amount of revenue ratepayers must generate to pay the costs of producing the utility service they receive while yielding a reasonable rate of return to the utility’s investors.
  A historical test year is used because the past expenses of a utility provide a basis for determining what rate is reasonable to be charged in the future.

Aquila filed its test year recommendation as directed on August 5, and proposed the 12 months ending December 31, 2002.  Aquila also recommended that that test year be updated for known and measurable changes through September 30, 2003.  Aquila further stated that it does not intend to request a true-up audit and hearing.  On August 19, the Staff of the Missouri Public Service Commission indicated that it concurred with Aquila’s recommended test year but recommended that the test year be updated for known and measurable changes through June 30, 2003.  However, after being made aware of Aquila’s purpose for requesting the adjustment period be through September 30, Staff subsequently indicated that it would not be opposed to an updated period through September 30, 2003, if Aquila could provide its books and records by October 20, 2003.

Sedalia Industrial Energy Users’ Association filed its recommendation, agreeing with the test year ending December 31, 2002, and supporting Staff’s initial suggestion that the test year be updated through June 30, 2003.  The Association notes that its recommenda​tion is based on Aquila’s statement that it does not intend to request a true-up hearing.  The Association is silent with regard to the proposed “conditional” adjustment period.  Public Counsel concurs with the suggested test year, but expresses concern regarding a possible extended adjustment period.  Public Counsel states that it is not opposed to an adjustment period through September 30, 2003, if it has at least two months thereafter to file prepared direct testimony. 

The proposed test year is suitable and no party has objected to it.  The Commission will therefore adopt the test year recommended by Aquila.  The Commission will adopt an adjustment period through September 30, 2003.  The parties are in agreement that this is acceptable if Aquila submits its books and records no later than October 20, 2003.

The Hearing Dates and the Procedural Schedule:

The Commission reserved dates for an evidentiary hearing and true-up hearing in its Suspension Orders of July 22, 2003.  This practice is necessary to ensure that sufficient hearing dates will be available.  Accordingly, the Commission reserved a block of 16 days for the evidentiary hearing, including: February 17-20, 23-27 and March 1-5, 15 and 16. The Commission also reserved a block of three days for the true-up hearing, starting March 17, 2004.

On September 5, 2003, the parties filed a Jointly Proposed Procedural Schedule.  However, on September 23, 2003, the parties filed modifications to the proposed schedule. For the evidentiary hearing, the parties propose reserving the following days:  March 1‑5 and March 15-19, 2004.  As noted above Aquila does not intend to request a true‑up hearing. 

The parties have proposed hearing dates that encroach on the time the Commission will thereafter have to consider this matter upon submission.  Additionally, the parties recognized in their initial proposed procedural schedule that the Commission has other matters before it that necessitate hearing dates.  In light of this, the Commission will adopt evidentiary hearing dates as follows:  February 23-27 and March 1-5, 2004.

The Commission appreciates that the parties need sufficient time to prepare their case.  However, the Commission must balance the parties’ needs with those of the Commission.  It is imperative that the Commission reserve sufficient time after the hearing for the Commission to make its decision and issue its Report and Order.  When the Commission originally scheduled the hearing and true-up for the time period spanning February 13 through March 19, 2004, it did so because that was the best option available in light of the Commission’s hearing calendar.  The Commission finds that a schedule that more reasonably balances the needs of the parties with the needs of the Commission should be adopted.  The Commission also notes that this schedule keeps the hearing dates originally reserved for this case while allowing the Commission a more realistic amount of time to resolve the issue and issue its order.  

The Commission notes that the procedural schedule proposed by the parties is based upon the hearing starting on March 1 rather than February 23.  It is therefore necessary for the Commission to slightly adjust some of the procedural dates in order to accommodate the February 23rd starting date.  

The Commission finds that the following conditions should be applied to the schedule:

(A)
The Commission will require the prefiling of testimony as defined in 4 CSR 240 2.130.  All parties shall comply with this rule, including the requirement that testimony be filed on line-numbered pages. The practice of prefiling testimony is designed to give parties notice of the claims, contentions and evidence in issue and to avoid unnecessary objections and delays caused by allegations of unfair surprise at the hearing. 

(B)
The parties shall agree on and file a list of issues to be determined herein by the Commission.  Staff shall be responsible for actually drafting and filing the list of issues and the other parties shall cooperate with Staff in the development thereof.  Any issue not included in the issues list will be presumed to not require determination by the Commission.  

(C)
Each party shall file a list of the witnesses to appear on each day of the hearing and the order in which they shall be called.  The parties shall establish the order of cross-examination and file a joint pleading indicating the same.  

(D)
Each party shall file a statement of its position on each disputed issue, including a summary of the factual and legal points relied on by the party.  Such statement shall be simple and concise, shall follow the issues set out in the issues list, and shall not contain argument about why the party believes its position to be the correct one. The position statement shall be filed in both paper form and electronically, either on computer disk or by e mail. 

(E)
The Commission’s general policy provides for the filing of the transcript within ten business days after the hearing.  If any party seeks to expedite the filing of the transcript, such request shall be tendered in writing to the Presiding Judge at least five days prior to the date of the hearing.

(F)
All pleadings, briefs and amendments shall be filed in accordance with 4 CSR 240 2.080.  The briefs to be submitted by the parties shall follow the same list of issues as filed in the case.  The briefs must set forth and cite the proper portions of the record concerning the remaining unresolved issues that are to be decided by the Commission.  The Presiding Judge will establish a briefing schedule at the close of the hearing.  

(G)
All parties are required to bring an adequate number of copies of exhibits which they intend to offer into evidence at the hearing.  If an exhibit has been prefiled, only one copy of the exhibit is necessary for the court reporter.  If an exhibit has not been prefiled, the party offering it should bring, in addition to the one copy for the court reporter, copies for the five Commissioners, the Presiding Judge, and all counsel.

(H)
The parties shall prepare and file proposed findings of fact and conclusions of law.  Each proposed finding of fact shall include a citation to a location in the record where may be found competent and substantial evidence such as supports the proposed finding of fact.

Local Public Hearings:
The Suspension Order invited the parties to file suggestions as to the dates, number and locations of local public hearings.  The parties have suggested that Local Public Hearings be held on December 2 and 3, 2003, in St. Joseph and Raytown, Missouri.  This proposal is appropriate and will be adopted by the Commission.

IT IS THEREFORE ORDERED:
1. That the test year in this matter shall be the 12 months ending December 31, 2002, updated for known and measurable changes through September 30, 2003.  Aquila shall provide to Staff not later than October 20, 2003, its books and records through September 30, 2003.

2. That the evidentiary hearing shall be held on February 23-27 and March 1-5, 2004.

3. That the evidentiary hearings will be held at the Commission’s office at the Governor Office Building, 200 Madison Street, Jefferson City, Missouri, Room 310.  This building meets accessibility standards required by the Americans with Disabilities Act.  If you need additional accommodations to participate in this public hearing, please call the Public Service Commission’s Hotline at 1-800-392-4211 (voice) or Relay Missouri at 711 prior to the hearing.

4. That the following procedural schedule is adopted, subject to the conditions set out above:

Company Book and Records through
October 20, 2003

September 30, 2003, provided to Staff
5:00 p.m.

Company case update, with work papers
November 17, 2003

and support, provided to all parties

Local Public Hearing
December 2, 2003

St. Joseph, Missouri

Local Public Hearing
December 3, 2003

Raytown, Missouri

Direct Testimony
December 9, 2003

Revenue Requirement

Direct Testimony
December 18, 2003

Rate Design

Case Reconciliation (Staff)
December 23, 2003

Prehearing Conference
January 12-16, 2004

List of Issues (Preliminary)
January 16, 2004

Rebuttal Testimony (All Parties)
January 26, 2004

Joint Statement of Issues to be heard,
February 3, 2004

Order of Issues, List of Witnesses,

Order of Witnesses, Order of Witness

Cross-examination

Statement of Positions on the
February 10, 2004

Issues (Each Party)

Reconciliation for Issues to be heard
February 10, 2004

Surrebuttal Testimony (All Parties)
February 13, 2004

Evidentiary Hearings
February 23-27, 2004




March 1-5, 2004

5. That the Commission will schedule and hold Local Public Hearings on December 2 and 3, 2004.  The Commission will issue an Order Setting Local Public Hearings when the preparations are complete.

That this order shall become effective on October 12, 2003.

BY THE COMMISSION

Dale Hardy Roberts

Secretary/Chief Regulatory Law Judge

( S E A L )

Simmons, Ch., Forbis and Clayton,

CC., concur.

Murray and Gaw, CC., absent.

Jones, Regulatory Law Judge

�  Pittsburgh Corning Corporation, Waterloo Industries, Hayes Lemmerz International, EnerSys Inc., Alcan Cable Co., Gardner Denver Corporation, American Compressed Steel Corporation, American Compressed Steel Corporation, ThyssenKrupp Stahl Company.


�  State ex rel. Union Electric Company v. Public Service Commission, 765 S.W.2d 618, 622 (Mo. App., W.D. 1988).


� State ex rel. Capital City Water Co. v. Missouri Public Service Commission, 850 S.W.2d 903, 916 n. 1 (Mo. App., W.D. 1993) 


� See State ex rel. Utility Consumers’ Council of Missouri, Inc. v. Public Service Commission, 585 S.W.2d 41, 59 (Mo. banc 1979).
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