BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF MISSOURI

In the Matter of Aquila, Inc., d/b/a Aquila

)

Networks – L&P and Aquila Networks – MPS, 
) 
Case No. ER-2004-0034

to implement a General Rate Increase in

)


Electricity.





)

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

d/b/a Aquila Networks – L&P, to Implement
)
Case No. HR-2004-0024

a General Rate Increase in Steam Rates.
)


OFFICE OF THE PUBLIC COUNSEL STATEMENT OF POSITIONS

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

1. Amortization of Accounting Authority Orders

Public Counsel:    As for MPS AAO costs, Public Counsel recommends that the unamortized deferred balances not be given rate base treatment.  MPS ratepayers should not be required to pay a return, along with income taxes on the return, associated with these balances because the AAO mitigates regulatory lag and MPS shareholders should share in the risks associated with that lag.  Furthermore, the deferred income taxes associated with the AAO balances should be treated as an offset to rate base, even if the unamortized deferred balances are not included in rate base.  Company has not maintained financial records ordered by the Commission, for the AAOs, but has included $3,190,470 as the deferred income tax offset amount.  Public Counsel recommends this amount be utilized to reduce rate base.

As for L&P AM/FM AAO costs, Public Counsel opposes Company’s proposal to recover an annual expense amortization of $45,291 as well as include the unamortized AAO deferred balance of $22,380 in rate base.  The costs should not be allowed for several reasons, 1) the cost deferral and expense amortization has far exceeded the time period authorized by the Commission in its order authorizing the deferrals, 2) the deferred cost balance is nearly extinguished so that including the proposed expense amortization and remaining unamortized AAO deferred balance in rates will allow Company to over-recover the actual costs deferred, and 3) L&P ratepayers should not be required to pay a return, along with income taxes on the return, associated with the addition of the unamortized AAO deferred balance because the AAO process mitigates regulatory lag and L&P shareholders should share in the risks associated with the lag.  Furthermore, the deferred income taxes associated with the AAO balances should be treated as an offset to rate base, even if the unamortized deferred balances are not included in rate base.  Company has not maintained financial records pertaining to the AAO as ordered by the Commission, and has not included any amount as a rate base offset for the deferred income tax offset.  Public Counsel recommends that that offset be calculated in the same manner as Public Counsel recommends for the MPS offset above, and that the resulting amount be utilized to reduce rate base.

2. Accounting Record-Keeping

Public Counsel:  Public Counsel recommends that Company be ordered to develop and maintain a detailed general ledger for its Missouri regulated utility operations.  In the alternative, Public Counsel asks that the Commission open a docketed case to investigate the necessity and costs associated with all aspects of the Company's current accounting and operating systems as it pertains to Company’s regulated Missouri utilities.


3.
Manufactured Gas Plant Remediation Costs

Public Counsel:  Company’s MPS division has allocated to its electric operations costs associated with remediation activities of its gas operation's defunct manufactured gas plant.  The costs are related solely to gas operations, and thus electric ratepayers should not be held responsible for the remediation activities or the reimbursement of these costs.  Public Counsel recommends a disallowance of $50,511 for these costs during the twelve months ended September 30, 2003.

4. Corporate Restructuring

Public Counsel:  Public Counsel proposes that one-half of the Company-adjusted level of eight certain ESF departments allocated to MPS be eliminated from the test year cost of service.  Company has already proposed to eliminate some costs relating to the winding down of a number of business operations, but it has not gone far enough to protect captive ratepayers from paying for such activities.

5. 20th West Ninth Building

Public Counsel:  Public Counsel proposes to eliminate 35% of Company’s 20th West Ninth Building net plant costs from the calculation of MPS and L&P rates, because of unused or excess capacity.

6. Customer Charges

Public Counsel:  Public Counsel recommends a collection charge of $20.  This amount reflects the cost to the Company of providing this service.

Company should not be allowed to increase its special meter reading charge to its MPS customers and initiate this fee to its L & P customers due to an inability to read those meters.

The late payment charge should be no greater than 1.25%.

An additional $411, 687 should be included in the calculation of revenues to account for the proposed changes in miscellaneous fees.

7. Fuel
Public Counsel:  Public Counsel believes that the appropriate natural gas price to include in the ratemaking calculation of fuel costs should be $3.99 per MMBtu.  This number was arrived at by an appropriate blending of historical prices with futures prices.

8.  Interim Energy Charge
Public Counsel:  Public Counsel opposes Company’s proposed gas cost recovery mechanism.  It would constitute unlawful single-issue and retroactive ratemaking.  It would also reduce the incentive to lower fuel costs, it could have significant implementation problems, and could create an incentive for Company to unreasonably increase reliance upon natural gas as a fuel source.  If the Commission ultimately decides that a gas cost recovery mechanism should be implemented, the ceiling amount should be $4.49 per MMBtu and the floor should be $3.99 per MMBtu.

9.  On all other issues, Public Counsel supports the position of the Commission Staff.  Public Counsel also reserves the right to adopt different positions on any issue based upon the evidence as presented during the evidentiary hearing.

Respectfully submitted,







OFFFICE OF THE Public Counsel








/s/  John B. Coffman








By: 













     John B. Coffman               (#36591)







     Public Counsel

                                                                      P. O. Box 2230

                                                                      Jefferson City, MO  65102

                                                                      (573) 751-5565

                                                                      (573) 751-5562 FAX







     john.coffman@ded.mo.gov

certificate of service

I hereby certify that copies of the foregoing have been e-mailed, mailed or hand-delivered to the following this 13th day of February 2004:

Nathan Williams




James C Swearengen
Missouri Public Service Commission

Brydon Swearengen & England

PO Box 360





312 East Capitol Avenue

Jefferson City MO  65102



PO Box 456

(573) 751-8702




Jefferson City MO  65102

(573) 751-9285 (fax)



(573) 635-7166

nathanwilliams@psc.state.mo.us


(573) 635-0427 (fax)

Attorney for General Counsel


lrackers@brydonlaw.com







Attorney for Aquila, Inc.

Stuart W Conrad




Mark W Comley

Finnegan Conrad & Peterson LC


Newman Comley & Ruth PC

3100 Broadway




601 Monroe Street  Suite 302

Suite 1209





PO Box 537

Kansas City MO  64111



Jefferson City MO  65102

(816) 753-1122




(573) 634-2266

(816) 756-0373 (fax)



(573) 636-3306 (fax)

stucon@fcplaw.com




comleym@ncrpc.com
Attorney for AG Processing, Inc.


Attorney for City of Kansas City MO

Shelley A Woods




Major Craig Paulson

Attorney General’s Office



AFCESA/ULT

PO Box 899





139 Barnes Drive

Jefferson City MO  65102



Tyndall Air Force Base FL 32403

(573) 751-8795




(850) 283-6348

(573) 751-8464 (fax)



(850) 283-6219 (fax)

shelley.woods@mail.ago.state.mo.us

Craig.Paulson@tyndall.af.mil
Attorney for Dept of Natural Resources

Attorney for Federal Executive Agencies






/s/
John B. Coffman


2
3

