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STAFF MEMORANDUM

Company:
Laclede Gas Company

Received Date:
July 29, 2002

Effective Date:
August 29, 2002

Purpose:
To Implement a Catch-Up/Keep-Up Program and Transportation Incentive Savings

On July 29, 2002, Laclede Gas Company (Laclede or Company) filed tariff sheets proposing a new transportation incentive program, and having an effective date of August 29, 2002.  The filing proposed that Laclede would bill residential customers 30 percent more than the actual cost of transportation, Laclede would keep one-third of the excess billings for itself, and apply the remaining two thirds of the excess billings to assistance for low-income residential customers.  Laclede called this proposed tariff package “Catch-up/Keep-up”.

The Staff has conducted an initial review of Laclede’s proposed tariff.  Staff notes that this proposal closely resembles Laclede’s attempt in Case No. GT-2001-329 to salvage its flawed transportation discount “incentive” plan.  This proposal, like that one, simply charges residential customers more than the actual cost to provide service, diverts some of the charges to provide some help to needy customers, and diverts some of the excess charges to Laclede’s shareholders.  The premise of the program is that the diversion to Laclede will provide an incentive for Laclede to obtain more transportation discounts.  The reality of the program is that Laclede secured similar levels of discounts  before the inception of its first incentive program. This type of incentive mechanism also contains a flaw that actually provides an incentive for an LDC to favor higher Federal Energy Regulatory Commission (FERC) rates, since those same maximum rates provide the benchmark for shareholder savings.  These aspects of Laclede’s program bear close scrutiny.

Further complicating matters is Laclede Gas Company’s recent abandonment of its gas purchasing function to an affiliated corporation.  The Staff is investigating that in Case No. GO-2002-1099.  The Commission has ordered Staff to file its report in that case by November 1, 2002, and the results of that investigation may have application to Laclede’s “incentive” in this case.

The Commission cannot do directly what Laclede proposes to do for a substantial fee in this case – subsidize one subclass of customers by the other members of the class.  Section 393.140 RSMo 2000.  The Commission reached this difficult conclusion in Case No. GE-2001-393, an application by MGE in January, 2001.  Since that time, the General Assembly has considered and rejected a proposal to modify Section 393.140 to permit the Commission to implement the type of low-income program that Laclede proposes.  The Commission should fully explore any proposal to do indirectly what it cannot do directly.

Finally, pursuant to Laclede’s rate case public hearings, the public is requesting public hearings relating to the Program, and the Staff needs more time to examine the operational details of Laclede’s proposal.  

After its initial review of Laclede’s proposed tariff changes, Staff recommends that the Commission suspend these tariff sheets.  The Staff has verified that the Company has filed its annual report and is not delinquent on any assessment.  Staff is not aware of any other mater before the Commission that affects or is affected by this filing, however, the following cases are currently pending before this Commission:


GR-2000-622

1999/2000 ACA 

GR-2001-387

2000/2001 ACA

GO-2002-356

General Rate Case

GR-2002-389/GR-2002-1103   2001/2002 ACA

GA-2002-429

Warm Weather AAO Application

GO-2002-452

Generic PGA Docket

GO-2002-1099
Gas Supply Reorganization Investigation

GT-2003-0032

School Aggregation Tariff

Therefore, Staff recommends that the following tariffs, as filed on July 29, 2002, go into effect on and after August 29, 2002, sheets be rejected:

P.S.C. MO. No. 5 Consolidated                                                                                                                

Original Sheet No. 28-h

Original Sheet No. 28-i

Original Sheet No. 28-j

Original Sheet No. 28-k
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