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STAFF MEMORANDUM

IN SUPPORT OF STIPULATION AND AGREEMENT

COMES NOW the Staff of the Missouri Public Service Commission and for its Memorandum in Support of the Unanimous Stipulation and Agreement (Stipulation) filed in this case states as follows:

1.  
The purpose of this Actual Cost Adjustment (ACA) proceeding is for the Procurement and Analysis Department (PAD) Staff to review and make recommendations to the Commission concerning AmerenUE’s ACA and refund balances for the 2001-2002 period.  Staff reviewed the 2001-2002 period under the purchased gas adjustment (PGA) clause in AmerenUE’s Commission-approved tariff. 

2.
AmerenUE serves approximately 110,300 customers in three (3) areas of the state.  AmerenUE separates its Missouri gas operations into the following pipeline service areas:  Panhandle Eastern Pipe Line (PEPL or Panhandle), which serves approximately 88,700 customers in the Jefferson City/Columbia area; Texas Eastern Transmission Corporation (TETCO), which serves approximately 19,600 customers in the Cape Girardeau area; and Natural Gas Pipeline Company of America (NGPL), which serves approximately 2,000 customers in the town of Advance.

3.
On October 17, 2002, AmerenUE submitted its filing containing the Company’s calculations of the ACA and refund balances for the 2001-2002 period.  

4.
After completing its audit for the periods of 2001-2002, and completing its reliability study to determine whether the Company was maintaining an appropriate level of capacity, Staff filed several recommendations and also proposed an adjustment to AmerenUE’s ACA balance.  Staff submitted its Memorandum and Recommendations to the Commission on May 15, 2003. 

5.
In addition to proposing an adjustment to AmerenUE’s ACA balance, Staff again pointed out its concerns with the Company’s methodology for estimating natural-gas requirements for a peak day.  These issues were previously documented in Case Nos. GR‑2001‑488 and GR-2000-579.  Staff believes that AmerenUE should use a method that accurately measures whether capacity is sufficient on its systems to meet firm customer, peak-day requirements for capacity and supply of natural gas, without overestimating the need for capacity.  

6.  
In the 1999/2000 and 2000/2001 ACA reviews, GR-2000-579 and GR-2001-488, Staff did not accept the Company’s model as a reasonable means of estimating peak day, because Staff’s review shows that the model overestimates demand.  For the 2001/2002 peak day demand estimate, the Company still references the 2000 Demand Study for the Jefferson City/ Columbia service area.  Without updating the demand study, the Company increased capacity slightly as one (1) contract expired and was renewed at an increased maximum daily quantity and two (2) other contracts expired and were not renewed.  The amended contract does not expire until March 31, 2006.  The Staff remains concerned that updated peak day calculations must be considered prior to making long-term decisions regarding contract capacity.    

7.
On June 16, 2003, AmerenUE filed a response to Staff’s Recommendations, disagreeing with Staff’s concerns regarding the Company’s peak day models.  Additionally, the Company disagreed with the proposed adjustment of $192,780, but stated that, should the Commission concur with the Staff’s conclusions regarding the disallowance of purported excess capacity, the Company believed that the disallowance should be calculated differently for a disallowance of $42,187. 

8.
On August 6, 2003, the Parties to the case filed a Unanimous Stipulation and Agreement that Staff supports as a reasonable settlement of the case for the following reasons:  

a.
Ameren has agreed to provide information that the Staff believes is important to improve the quality of information and method(s) used to determine the amount of capacity that is necessary for reliability on AmerenUE’s natural gas system. 

b.
Staff’s goal was assuring that both the information and the method(s) accurately estimate the amount of capacity needed on its systems to meet firm customer, peak-day requirements.  Staff’s recommendations are designed to assure that AmerenUE is using current data and applying reliable methods to calculate the amount of capacity necessary for peak day demand.  The objective is to assure that a company has adequate capacity to provide natural gas to its customers on even the coldest day without maintaining excess capacity because when a company maintains excess capacity it costs consumers money without any related benefit.

c.
AmerenUE has agreed to update the data necessary to determine with greater accuracy the capacity that is required to assure reliability on the system on the coldest days.  Current and accurate information is required in order to estimate peak day capacity requirements and make appropriate decisions regarding contract terms and conditions.  

d.
The settlement amount represents a mid point between the recommended disallowances of Staff and AmerenUE.   


WHEREFORE, for all of the reasons listed above, Staff recommends that the Commission approve the Unanimous Stipulation and Agreement in this case. 

Respectfully submitted,

DANA K. JOYCE

General Counsel
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