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Background 
o Noranda is a unique c usTomer 

o Liberty serves Noranda from its transmission system 
a nd does not use its distribution system for Noranda 

o Noranda is the largest user o f gas in the SEMO distric t 

o Noronda is an interruptible c ustomer 

o Noranda takes service via a tap into the transmission 
system, a tap that Noranda pays for and uses and 
no other c ustomer pays for or uses 

o Noranda is now paying **$.18/Mc f** under a 
stipula tion sig ned by al l parties, and approved by this 
Commission 
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Issue for Noranda 
o The o nly issue for Nora nda is the ra te tha t Lib erty is to 

c ha rge it 

o Liberty a nd Nora nda have executed a c o ntra c t 
c ontinuing the **$.18/Mc f** ra te for 1 0 yea rs, subject 
to Commission approva l now a nd a t ea c h 
subseque nt ra te c ase 

o Tha t ra te is not a Hdiscounted ra te " 

o In fac t, in the last c a se, this Commissio n found this 
ra te to be a "just a nd reasonable " ra te 

o Tha t ra te is either 64% above or 600% above 1lhe c ost 
to serve Nora nda, d ep end ing whic h c ost c a lc ula tion 
is used 
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Staff Position 
o Sta ff seems to a rgue tha t Nora nda 's ra te should 

be $1.44/Mc f p lus wha tever percen-tage inc rease 
in tha t ra te is o rd ered in this c a se 

o Sta ff bases tha t on its a ssump tion tha t Nora nda 
should be lum ped into the La rg e Firm Genera l 
Service c la ss o r Interrup tible La rg e Vo lume Gas 
Service c la ss (sa me ra te for either c la ss) 

o The c urrent ro te for those c lasses is **BOO%** hig her 
tha n Nora nda 's c urre ntly approved ra te a nd ra te 
agreed to with. Liberty going forwa rd 

o If Liberty obta ins its req uested thirty percent 
inc rease for the SEMO d istric t, Nora ndo 's ra te 
w ould inc rease **1,000%** und er Sta f-f' s approac h 
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Staff Pos'n Can't 
o Und er tha t ro te , Nora ndo w ould be paying a t 

least $1 .87 million p er yea r, a nd like ly muc h m ore 
unless Liberty obta ins no ra te inc rease 

o To put tha t ra te in perspective: 

o At $1.87 million (like ly more ) per year, Nora nda 
w ould pay 100% o f the a nnua l c ost o f -the to p 
($32,000) 

o In additiorl1, noweve 

o Noro nda w ould a lso pay 100% o f the c ost of 
the SEMO tra nsmission syste m ($1 .058 millio n per 
yea r) even tho ug h Liberty uses only 10% of tha t 
system 's c apac ity to serve Nora nda and 

o Noro nda w ould a lso be paying $780,000 o f the 
c ost o f the d istribution system tha t Liberty d oes 
not even use to serve Nora nda 
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Basis of Staff Position 
o In spite of the Stipula tion to the $.18/Mc f ra te in the last 

ra te c ase, a stipula tion sig ned by Sto ff a nd OPC, a nd 
approved by the Com mission, Sta ff imp lies tha t : 

o Liberty has been und erc ha rging Nora nda a nd 

o Giving Nora nda a "discountedn ra te 

o And because there w a s no separa te ta riff for 
Noro nda, tha t it should have been lumped into the 
SEMO Large Firm Genera l Service or Interruptib le 
La rge Volume Gas Service tariffs 

o Sut unlike the c usto mers in those c lasses, Liberty d oes not 
use its d istributio n syste m to serve Noro nda 

o And, sig nific a ntly, the a c tual c ost to serve Nora nda is so 
fa r below the ra tes o f those c la sses as to re nd er their 
application to Nora nda as unreasonable a nd unjust 
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Evidence 
o The only witness to p resent evid ence of the cost to serve 

Nora ndo is Maurice Brubaker 

o He noted that under no c irc umstances should a ny c ost o f the 
d istribution system be a llocated to Noranda since Liberty does 
not use tha t system to serve Noranda 

o He determined i-ha t as a n interruptib le c ustomer one w ould 
not norma lly a llocate any of the cost o f the transmission 
system to Noranda either 

o As a n interruptib le c ustomer, the ac tua l cost to serve 
Noronda is So03/Mc 

o How ever, even if Noranda w ere not trea ted as an 
interruptib le c ustomer, and one a lso a lloc ated a sha re of 
the tra nsmission system cost to Noro nda, the c ost to serve it 
is still only $.11 /Mcf 

o Nevertheless, Noranda agreed to a So 18/Mc'i rate , its c urrent 
ra te, a nd the ra te agreed to by a ll parties in the las1'" ra te c ase 
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Annual Cost to Serve Noranda as an Interruptible 

Custotner (Schedule MEB-1) 

Line 
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Liberty Utilities (Midstates Natural Gas) Corp. 
d/b/a Liberty Utilities 
Case No. GR-2014-0152 

SEMO Division 
Test Year Ending 9/30/13 with Updates to 3/31/2014 

Summary of Cost to Serve Noranda 
(Dollars in Thousands) 

Liberty 
Descrigtion ROR Staff ROR 

(1) (2) 

O&M Expenses $ 12.0 $ 12.0 

Depreciation Expense 4.0 4.0 

Other Taxes 1.4 1.4 

Return & Income Tax 16.0 13.0 

Total $ 33.4 $ 30.4 

Note: 
Cost to serve Noranda is approximately 3¢ per Mcf based on 
an annual volume of 1,300,000 Mcf. 

Averaqe 

(3) 

$ 32 
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Annual Additional Cost to Serve Noranda If Not 

an Interruptible Custom.er (MEB Workpaper) 

LIBERTY UTILITIES 
GR-2014-0152 

SEMO DIVISION -Transmission System Revenue Requirement 

$(000) Except Where Noted 

Staff Accounting Schedules Unless Noted Otherwise 

Allocation to Noranda Based on 3-Day Peak Demand 

Liberty Noranda 
Mcf/day Mcf/day 

Peak Day 
January 5, 2014 38,179 4,184 

January 6, 2014 47,712 3,980 
January 7, 2014 40,979 3,892 

Average 42,290 4 ,019 

Transmission COS $ 1,058 X 9.5% 

Noranda's Annual Volume (Met) 

Noranda's Share if Noranda were 
a Firm Service Customer 

Noranda's 
Share 

9.5% 

= $ 101 

1,300,000 

8.0 ¢ 

July, 2014 

MEB 
Workpapers 

Trans Sys 
Rev Req 
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Evidence 

o While no o ther party offered the c ost to serve 
Norando, Sta ff d id c ritic ize one data point tha t 
Brubaker used 

o As Brubaker expla ined in his Surrebut-ta l, tha t 
c ritic ism w as unfound ed beca use if he a ltered his 
c a lc ula tion based upon tha t c ritic ism, the 
c a lc ula ted c ost of service w ould ac i-ua lly d ecrease 

o As Brubaker's w orkpapers show , his c a lc ula tion w as 
based upon the trued up figures used by Sta ff a nd 
Liberty throug h Ma rc h 20 14-

o Brubaker's c ost c a lc ula tion is c orrect 
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Evidence 

o The maximum -total cost to serve 
Nora nda is thus $003/Mc f + $008/Mc f = 
$011 /Mc f 
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Relief Requested 

o Nora nda asks the Commission to approve the $. 18/Mc f 
ra te agreed to with Liberty 

o It seeks this re lief whether or no t the Commission 
approves tha t ro te in a tari·ff for a c lass inc luding only 
Noronda or simply approves the ro te by approving the 
contract as it d id in the last few ra te cases 

o Alternatively, if the Commission sets any other ra te for 
Noranda, it should be a cost-based ra te no higher tha n 
$.11 /Met, whic h is the maximum cost to serve Nora nda 

0 0 




