BEFORE THE PuBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the Matter of the Application of
Missouri Gas Energy, a Division of
Southern Union Company, For Approval
to Change its Infrastructure System
Replacement Surcharge.

Case No. GO-2009-0302
Y G-2009-0604
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STAFF RECOMMENDATION

COMES NOW the Staff of the Missouri Public Service Commission, in response to the
Commission’s March 17, 2009 Order Directing Staff To File Report, and states:

1. On February 19, 2009 Missouri Gas Energy (MGE) a division of Southern Union
Company (Southern Union) filed an Application and Petition (Application) to change its tariffed
rate for the Infrastructure System Replacement Surcharge (ISRS).

2. MGE requests an adjustment to ISRS rates for ISRS eligible gas utility plant
projects through its ISRS rate schedule.

3. Commission Rule 4 CSR 240-3.265(11) states that “the staff of the Commission
may examine information of the gas corporation to confirm that the underlying costs are in
accordance with the provisions of Sections 393.1009 to 393.1015, RSMo, and to confirm” proper
calculation of the proposed charge. The Staff “may submit a report regarding its examination to
the Commission no later than sixty days” after the petition is filed.

4, In Case No. GO-2008-0113, the first portion of MGE's current ISRS revenues
was calculated on ISRS plant that was placed in service during the period November 1, 2006

through September 30, 2007. In Case No. GO-2009-0009, the second portion of MGE’s current



ISRS revenues was calculated on ISRS plant that was placed in service during the period
October 1, 2007 through May 31, 2008.

5. By this filing, MGE seeks to recover costs of ISRS-qualifying plant placed in
service from June 1, 2008 through January 31, 2009.

6. These costs, reflected in the instant ISRS filing, are intended to generate an
additional $1,343,299 of annual revenue.

7. Based on its examination and calculations contained in its Memorandum, attached
hereto as Appendix A and incorporated herein by reference, the Staff has determined that the
Company’s ISRS rates should be designed to recover an incremental revenue requirement of
$1,330,304. This is based on ISRS plant placed in service during the period June 1, 2008
through January 31, 2009. Staff made four adjustments to MGE’s filing as explained in Staff’s
Memorandum.

8. Staff recommends the Commission approve an incremental revenue requirement
of $1,330,304 based on an ISRS net investment date of May 31, 2009. If this recommendation is
accepted, MGE’s total ISRS revenue requirement will amount to $4,115,945 which is a
composite amount. That amount includes $1,330,304 from the instant case and $1,445,763 from
G0-2009-0009 and $1,339,878 from GO-2008-0113.

9. Please See Staff’s attached Appendix B for the ISRS rates which should be
approved.

WHEREFORE Staff recommends that the Commission issue an order in this case:

1. Rejecting the tariff sheet filed by MGE on February 19, 2009, (assigned tariff
number YG-2009-0604);

2. Authorizing MGE to file a tariff to impose an Infrastructure System Replacement
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Surcharge that is sufficient to recover appropriate annual pre-tax revenues in the amount of
$1,330,304.

3. Authorizing rates consistent with those calculated by Staff as shown on Appendix
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