Before the Public Service Commission

Of the State of Missouri

In the Matter of the Application of Laclede Gas Company for an Accounting Authority Order Authorizing the Company to Defer for Future Recovery Consideration its Revenue Loss that would otherwise be Unrecovered Due to the Impact of Warm Weather on the Company’s Operations. 
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OFFICE OF THE PUBLIC COUNSEL’S

STATEMENT OF POSITION

COMES NOW the Office of the Public Counsel (“Public Counsel”) and for its Statement of Position states as follows:

1.
Should the Commission grant Laclede’s request for an Accounting Authority Order (AAO) to permit Laclede to defer recognition of the financial impact resulting from the warmer than normal weather in the winter of 2001-2002?


No.  Laclede seeks to defer levels of unbilled, uncollected revenues resulting from the winter of 2001-2002.  Allowing deferral of unbilled and uncollected revenues would be unprecedented, bad regulatory policy, and not in the public interest.

A. Is the Company’s request consistent or inconsistent with the traditional standards employed by the Commission for determining whether an AAO is appropriate?

Laclede’s AAO request is inconsistent with the traditional standards employed by the Commission for granting an AAO.  Laclede does not seek to defer any extraordinary or non-recurring costs occasioned by an extraordinary, unusual or unique event.  Instead Laclede seeks to defer revenues it claims it was entitled to recover as a result of the weather normal agreed upon and underlying the cost of service established in Case No. GR-2001-629.  Put another way, Laclede seeks opportunity to bill customers in the future for gas usage that was not incurred in the past because of warm weather.  Such a request is wholly inconsistent with the traditional standards employed by the Commission for granting an AAO.

1. Was the warm winter an extraordinary unusual, unique, and non-recurring event?

No.  There is nothing extraordinary, unusual, unique or non-recurring about the fact that weather changes.  Laclede knew that the Commission set its rates in GR-2001-629 based upon volumetric, weather-sensitive factors.  Weather effects are neither unanticipated nor unusual.  Laclede was aware that weather could effect its revenues and ability to recover its costs when it entered into the Stipulation and Agreement in GR-2001-629.

2. Did the warm winter have a material or substantial effect on Laclede’s earnings?

No.  Laclede still achieved net profits and paid its quarterly dividend.  The effect of any variation in the weather in the 2001/2002 winter heating season does not qualify as material or substantial with respect to Laclede’s earnings.

3. Are there other considerations that argue in favor of or against granting the AAO request?

Yes.  The risk of weather variation has already been taken into account by the ratemaking process.  Laclede seeks to alter the fundamental regulatory paradigm from one in which Laclede is given an opportunity to recover its cost of service to one in which it is guaranteed the ability to recover its cost of service.

B.  
Other issues to be considered.

1. Would the Commission’s grant of Laclede’s request for an AAO constitute retroactive ratemaking or single-issue ratemaking, and if so, would it be unlawful for that reason?

Yes.  The end result of Laclede’s request would be the recovery of past losses due to imperfect matching of rates with expenses.  Public Counsel believes such a result is contrary to Missouri law.  

2. For purposes of ruling on the AAO, does it matter that the financial impact to Laclede was caused by a decrease in revenues as opposed to an increase in costs?


Yes.  Unbilled, unrealized revenue does not constitute the type of “cost” item that can be deferred for future collection from customers.  Rather than seeking to recover costs it incurred to deal with an extraordinary event, Laclede is seeking to recover revenues for service that it did not provide to customers.


 

2.
If the Commission grants Laclede an AAO:

A. How should the deferral be calculated?


Public Counsel supports the Staff position.

B. What amount should Laclede book as a deferral?

Public Counsel supports the Staff position.

C.
What conditions, if any, should be reflected in the Commission’s order?


The Commission should clearly state that nothing in the order granting the AAO shall be considered as a finding by the Commission of the reasonableness of the costs deferred by the AAO, and that the Commission reserves the right to consider the ratemaking treatment, if any, to be accorded the deferred costs in a later proceeding.  The Commission should also require Laclede to file a rate case within a reasonable time after the deferral period for recovery of the deferred costs to be considered for inclusion in rates.  Public Counsel believes a twelve (12) month period would be appropriate.

D.
Should Laclede be allowed to recover any authorized deferral, or any portion thereof, in Laclede’s current rate case or should recovery be deferred to Laclede's next general rate case?


No.  If the Commission grants Laclede an AAO, the deferral can be audited for possible recovery in Laclede’s next general rate case.
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