STATE OF MISSOURI
PUBLIC SERVICE COMMISSION

At a Session of the Public Service
Commission held at its office
in Jefferson City on the 22nd
day of September, 1998.

In the Matter of Missouri Public
Service’'s, a Division of UtiliCorp
United, Inc., Purchased Gas Adjustment
Factors to be Audited in its 1996-1997
Actual Cost Adjustment.

Case No. GR-97-298
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ORDER DIRECTING RESPONSE

This case was opened for the purpose of receiving the 1996-97
Purchased Gas Adjustment filings and Actual Cost Adjustment filing of
Missouri Public Service (MPS or Company), a division of UtiliCorp United,
Inc. On September 1, 1998, the Procurement Analysis Department of the
Staff of the Commission (Staff) filed a memcrandum indicating that Staff
has reviewed the 1996-1997 Actual Cost Adjustment (ACA) filing of MPS.
Staff stated that it audited the billed revenues and actual gas costs for
the period of September 1, 1996 to August 31, 1997, and examined the
prudency of the Company’s gas purchasing decisions. Staff also states
that the Company’s balances include the ACA, Take-or-Pay (TOP),
Transition Cost, and Refund Recovery balances which affect approximately
45,000 customers. staff filed much of its memorandum, including its
recommended adjustments to MPS’s balances, as “Highly Confidential”
pursuant to the protective order issued 12-30-97.

Staff refers the Commission to the record established in ACA Case
Nos. GR-95-273 and GR-96-192. These cases fully litigated the capacity

release niche market issue involving UtiliCorp Energy Services (UES), a



marketing affiliate of UtiliCorp, wherein Staff contended that (1) UES
had established a niche market due to UES having access to over half of
MPS’ end-user customers and nearly three-quarters of MPS’ released
capacity on both WNG and PEPL and (2) the captive customers of MPS did
not receive capacity release credits equal to the transportation charges
which appeared on the UES bills to the various MPS end-user customers,
and thus, the captive customers were not properly compensated for paying
the fixed charges necessary to allow MPS to sell its excess capacity.
As a result, the Staff proposed adjustments to MPS’ ACA recovery balances
in ACA Case Nos. GR-95-273 and GR-96-192.

The Staff recommends that this ACA case remain open, pending an
Order from the Commission in Case No. GR-95-273 and Case No. GR-96-192.
Staff also recommends that the company be ordered to file a written
response to Staff’s recommendation within 30 days.

The Commission has reviewed the memorandum filed by Staff and
determines that the Company shall file a response to Staff’'s
recommendation no later than October 14, 1998.

IT IS THEREFORE ORDERED:

1. That the Company shall file a response to the recommendation

of the Staff of the Commission no later than October 14, 1998.



2. That this order shall become effective on October 2, 1998.

BY THE COMMISSION
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Dale Hardy Roberts
Secretary/Chief Regulatory Law Judge
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Murray, Schemenauer and Drainer, CC., concur.
Lumpe, Ch., and Crumpton, CC., absent.

Register, Regulatory Law Judge





