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SURREBUTTAL TESTIMONY 1 

OF 2 

JASON KUNST 3 

SPIRE MISSOURI, INC., d/b/a SPIRE 4 

LACLEDE GAS COMPANY and MISSOURI GAS ENERGY 5 
GENERAL RATE CASE 6 

CASE NOS. GR-2017-0215 and GR-2017-0216 7 

Q. Please state your name and business address. 8 

A. Jason Kunst, 111 N. 7th Street, Suite 105, St. Louis, MO 63101. 9 

Q. By who are you employed and in what capacity? 10 

A. I am employed by the Missouri Public Service Commission (“Commission”) 11 

as a Utility Regulatory Auditor IV. 12 

Q. Are you the same Jason Kunst who contributed to Staff’s Revenue 13 

Requirement Cost of Service Report (“Report”) filed in this case on September 8, 2017? 14 

A. Yes. 15 

EXECUTIVE SUMMARY 16 

Q. Please provide a brief summary of the purpose of your surrebuttal testimony. 17 

A. My surrebuttal testimony will address the rebuttal testimony of Spire witness 18 

Susan M. Kopp and OPC witness Charles R. Hyneman regarding the appropriate regulatory 19 

treatment of all proceeds, including relocation funds, that were received as a result of the sale 20 

of LAC’s Forest Park utility service facilities and subsequent construction of a nearby 21 

replacement utility service facility. 22 

My testimony will also address the rebuttal testimony of Spire witness Michael R. 23 

Noack regarding the appropriate level of credit card fee expense to include in the cost of 24 
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service calculation for LAC. Finally, I will address the rebuttal testimony of Spire witness 1 

C. Eric Lobser regarding Staff’s proposed disallowance of rebranding related costs and a 2 

portion of 800 Market costs. 3 

FOREST PARK DISTRICT SERVICE CENTER FACILITIES SALE AND 4 
RELOCATION AND SUBSEQUENT CONSTRUCTION OF 5311 MANCHESTER 5 
AVENUE REPLACEMENT FACILITY 6 

Q. Please provide a chronological summary of the events that occurred which 7 

pertain to LAC’s decision to sell its Forest Park utility service facilities as well as to relocate 8 

Forest Park employees, property and equipment to other locations and then subsequently to 9 

construct a partial replacement facility located at 5311 Manchester Avenue. 10 

A. Please see Confidential Schedule JK-s1 for a timeline of the events leading to 11 

the sale of the Forest Park facilities and the subsequent construction of the Manchester 12 

facility. This information is based upon documentation that LAC provided in response to 13 

numerous Staff data requests, OPC data requests, a review of other LAC case proceedings, 14 

several tours of various LAC utility service facilities with operations management personnel, 15 

and meetings that were conducted with LAC personnel to gain an understanding of the facts 16 

and circumstances related to these issues. 17 

Q. How much did LAC receive for the Forest Park utility property that was sold? 18 

A. LAC received a total of $14 million for the property, comprised of $8.3 million 19 

for the sale of the property and an additional $5.7 million for Forest Park related relocation 20 

costs.  This resulted in a $5.8 million gain on the property itself, in addition to the relocation 21 

proceeds.1  Staff proposes that under the unique circumstances of this transaction that a 22 

                                                 
1 $8.3 million sales price less $2.5 million net book value of utility land, buildings, and structures. 
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sharing of $5.8 million gain that resulted on the sale of the property and as well as a sharing 1 

of the relocation proceeds between LAC ratepayers and shareholders is appropriate. 2 

Q.  What is Staff’s position with regard to the gain that LAC received as a result of 3 

the sale of Forest Park utility assets, which included land, buildings, and structures? 4 

A. During May 2014, LAC received $8.3 million in return for utility assets that 5 

had a net book value of $2.5 million at the time of the sale. 2  The Manchester facility has an 6 

approximate $7.7 million rate base value.  As a result, LAC is asking that ratepayers pay more 7 

in rates to cover the costs of the replacement Manchester facility, despite the fact that LAC 8 

received a windfall of proceeds related to the sale of Forest Park. Staff’s position instead is 9 

that, in this unique situation, it is appropriate for LAC’s shareholders and ratepayers to share 10 

the approximate $5.8 million gain realized by LAC’s sale of utility buildings and land located 11 

on Forest Park Avenue, based upon LAC’s capital structure as sponsored by Staff witness 12 

David Murray.  Consistent with the Commission’s guidance provided in the Report and Order 13 

issued in the Missouri Cities Water Company Case No. WR-83-14, et al., Staff recommends 14 

sharing the gain on the utility property sale by reducing the cost of service by a percentage of 15 

the net gain equal to the non-equity portion of LAC’s capital structure.  Likewise, LAC 16 

shareholders would be allowed “to keep” the percentage of gain representing LAC’s capital 17 

structure which is equity by recording it “below-the-line.”  This treatment is appropriate, 18 

given the facility sold required a partial replacement facility that came at a higher cost. 19 

Q. Why do you consider the Manchester facility to be a partial replacement for the 20 

Forest Park facility? 21 

                                                 
2 This is the rate base value at the time of the sale. Since the Forest Park property was reflected in rates in the last 
rate case, ratepayers have and will continue to pay for a return on and a return of these assets through the 
effective date of rates in this rate proceeding. 
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A. At the time of the sale, the Forest Park facilities were still necessary and 1 

useful. The Forest Park facility was a vital part of LAC’s natural gas service operations, 2 

strategically located in the central corridor of the city of St. Louis.  This location allowed 3 

LAC to provide critical services to several nearby hospitals, universities, research institutions, 4 

businesses, and industries in St. Louis. 5 

The fact that LAC continued to operate at the Forest Park facility through a lease for a 6 

year following the date of sale and leased other space until such time that a partial 7 

replacement facility was constructed two miles away demonstrates the critical importance of 8 

maintaining its operations in that vicinity.  The Manchester Avenue service center location 9 

allows LAC to continue to provide quick emergency response time to the city and also allows 10 

LAC to continue with its accelerated pipe replacement work as LAC previously performed at 11 

its Forest Park facility. 12 

Q. Has LAC referred to the Manchester facility as a replacement for the Forest 13 

Park facility? 14 

A. Yes.  In LAC’s response to OPC data request No. 1 - 94 and 1 -95 in Case No. 15 

GC-2016-0297, LAC witness Glenn Buck refers to the Manchester facility as a “partial 16 

replacement” for the Forest Park facilities.  While some of the services and employees that 17 

were located at the previous Forest Park facility were relocated to other sites, many of the 18 

vital services that were based at the previous facility are now based at the Manchester facility.  19 

Please refer to Schedule JK-s2 for a copy of Mr. Buck’s responses to these data requests. 20 

Q. Is the fact that the Manchester facility represents a partial replacement of the 21 

previous Forest Park service center significant? 22 
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A. Yes.  The fact that a new replacement facility was required to be constructed in 1 

the nearby vicinity is germane to this issue because the new facility was necessary and 2 

because this replacement facility was more costly than the existing facility.  3 

Q. Why has Staff proposed adjustments that reflect a sharing of the proceeds of 4 

the sale between LAC ratepayers and its shareholders? 5 

A. The circumstances and outcomes for this sales transaction are very unusual.  6 

LAC sold a vital operations center for a windfall of proceeds and for which a replacement 7 

facility was required.  In fact, the operations were so vital that LAC leased back the property 8 

from the purchaser to continue operations on that site for an additional year after the sale.  9 

After that, LAC leased a warehouse and lot to continue operations in the area while it 10 

constructed a new replacement facility.  All of these actions demonstrated the importance of 11 

maintaining an operations presence in the area.  Staff’s adjustments were fashioned in an 12 

attempt to mitigate harm to the ratepayer because of these unique circumstances and due to 13 

the large sum of money that was received as a result of the sale. 14 

Q. Is it Staff’s position that LAC’s decision to sell its Forest Park utility property, 15 

and then to relocate employees from that location to other locations, and then subsequently 16 

construct a partial replacement utility service center facility at 5311 Manchester Avenue, were 17 

imprudent, unreasonable, or inappropriate? 18 

A. No.  Based upon the documentation that LAC has made available for Staff to 19 

review and examine, Staff does not suggest that LAC acted in an unreasonable or imprudent 20 

manner in its decisions.  However, Staff asserts that LAC’s attempt to keep all of the gain 21 

(exclusive of its charitable endeavors) and the vast majority of the relocation proceeds for its 22 

shareholders is unreasonable and inappropriate. 23 
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Q. What is the revenue requirement impact of Staff’s proposed sharing of the gain 1 

that resulted from the sale of Forest Park? 2 

A. Staff’s proposal applies the 51.16% non-equity portion of Staff witness 3 

David Murray’s proposed capital structure to the overall $5.8 million gain to determine the 4 

appropriate portion valued at $2.96 million to share with ratepayers.  Staff proposes that the 5 

$2.96 million ratepayer portion of the gain represents a regulatory liability that should be 6 

amortized as a contra-expense over five years without rate base treatment.  Staff’s proposed 7 

adjustment reduces the cost of service calculation by approximately $593,000 annually for a 8 

period covering five years following the effective date of rates in this case. 9 

Q. What is Staff’s position with regard to the appropriate ratemaking treatment for 10 

the relocation proceeds that LAC received in connection with the sale of the Forest Park 11 

utility assets? 12 

A. During May 2014, LAC received an additional $5.7 million of funds for 13 

purposes of relocating Forest Park employees, property, and equipment elsewhere.  During 14 

the course of its audit, Staff learned that LAC dedicated approximately $1.9 million of these 15 

funds towards the purchase of furniture and fixtures for LAC’s new headquarters located at 16 

800 Market Street in downtown St. Louis.  LAC subsequently recorded these purchases at a 17 

“zero net book value” on its property records, an action that will only benefit customers 18 

beginning with the effective date of rates in this rate case.  After taking into account LAC’s 19 

furniture and fixture contribution to ratepayers as well as all quantified costs directly 20 

associated with the Forest Park move, a $3.5 million balance of relocation funds remained.  21 

LAC has been unable to specify how it spent these funds, by stating in a response to OPC 22 
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Data Request Nos. 1-96 and in a meeting with Staff that the “cash is fungible” and therefore 1 

much of the spending was not specifically tracked. 2 

It is Staff’s position the $3.5 remaining balance of relocation funds would most 3 

appropriately be used to partially offset the capital costs associated with construction of the 4 

more expensive partial replacement facility located at 5311 Manchester Avenue.  Therefore, 5 

Staff recommends that a regulatory liability balance of $3.5 million be reflected as a rate base 6 

offset and be amortized over a five year period beginning with the effective date of rates in 7 

the current case.  For ratemaking purposes, Staff does not propose a reduction in expense as 8 

part of the cost of service calculation to reflect a “return of” the balance through a 9 

contra-expense amortization of the rate base regulatory liability.  Staff took this approach of 10 

sharing the relocation proceeds in a manner similar to Staff’s proposal to share the gain 11 

proceeds. Staff’s proposed adjustment reduces the cost of service calculation by 12 

approximately $336,000 annually, for a period covering five years.  This amount reflects 13 

only a reduction in the cost of service calculation for the “return on” the $3.5 million rate 14 

base offset. 15 

Q. Is the current LAC rate case the first rate case that Staff has had the 16 

opportunity to address the appropriate ratemaking treatment for the gain associated with the 17 

Forest Park utility property sale, the receipt of relocation funds directly associated with the 18 

sale of the Forest Park utility property, and the subsequent construction of the new 19 

Manchester Avenue utility service partial replacement facility? 20 

A. Yes.  In the previous LAC rate case, Case No. GR-2013-0171, LAC did not 21 

file any testimony regarding its concerns that the Forest Park facilities were no longer 22 
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necessary and useful or that it was in the process of negotiating a deal to potentially sell the 1 

Forest Park assets. 2 

Q. As part of this rate case, did any LAC witness file direct testimony to describe 3 

or address the sale of the Forest Park utility assets or to explain how LAC used the relocation 4 

funds it received to relocate employees, property, and equipment to their new locations? 5 

A. No. 6 

Q. As part of this rate case, did any LAC witness file direct testimony to describe 7 

the acquisition of property located on Manchester Avenue and construction of the new 8 

Manchester replacement facility that was placed into service during the test year or to provide 9 

a quantification of the cost for the new facility? 10 

A. No. 11 

Q. As part of this rate case, did any LAC witness file testimony describing the 12 

nature of the work that is performed at the new Manchester replacement facility? 13 

A. No. 14 

Q. Did LAC apply any amount of the gain on sale proceeds that it received from 15 

this sale of utility assets as a contribution in aid of construction (“CIAC”) offset or reduction 16 

to the approximately $7.7 million of capital costs that LAC subsequently incurred to construct 17 

the 5311 Manchester Avenue partial replacement service center? 18 

A. No.  LAC recorded no CIAC rate base offset related to the gain, nor did it 19 

record entries to reflect any “zero net book value” contribution of assets of any kind.  In fact, 20 

Staff learned during the course of its audit that LAC instead **   21 

 22 

__________________

______________________________________________________________
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 1 

 ** 2 

Q. On page 3, lines 6-8 of her rebuttal testimony, LAC witness Kopp states that 3 

Staff recommends that the gain be shared equally.  Is this accurate? 4 

A. No.  As explained above, Staff’s proposed sharing mechanism is based on 5 

Staff witness David Murray’s proposed debt and equity portions of his recommended capital 6 

structure, rather than a 50/50 sharing. 7 

Q. What gain did LAC calculate at the time of the sale? 8 

A. LAC calculated an approximate $7.6 million gain at the time of the sale during 9 

May 2014. 10 

Q. How did LAC calculate the gain? 11 

A. LAC only deducted the net book value of the land from the proceeds of the 12 

sale.  The following chart summarizes LAC’s calculation: 13 

 Sale Proceeds  $8.3 Million 14 
 Less: Land Value $0.7 Million 15 
 Total Gain  $7.6 Million 16 

Q. Does Staff agree with LAC’s calculation of the gain associated with the Forest 17 

Park sale? 18 

A. No.  The Staff believes that the net book value of the utility buildings should 19 

also be included in the calculation of the gain.  20 

Q. Please show how Staff quantified the $5.8 million gain that Staff maintains that 21 

LAC received as a result of the sale of the Forest Park utility property which includes both 22 

land and buildings. 23 

                                                 
3 **    ** 

______________________________________________________________
__
____________

________________________________________________
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A. The following charts summarize the net book value of the assets that existed at 1 

the time of the transaction and the Staff’s calculation of the gain:  2 

      Net Book Value 3 
Utility Asset     In Millions ($) 4 
Structures and Improvements    $1.8 M 5 
Land       $0.7 M 6 
Total Net Book Value     $2.5 M 7 
 8 
      Gain 9 

 Sale Proceeds     $8.3 Million 10 
 Less: Total Net Book Value   $2.5 Million 11 
 Total Gain     $5.8 Million 12 

Q. Why did LAC exclude the net book value of utility buildings from the 13 

calculation of the gain? 14 

A. LAC asserts that the Forest Park sale solely represents a “land transaction.”  15 

Consistent with LAC’s preferred characterization of the transaction, LAC recorded journal 16 

entries to reflect the retirement of the buildings at the time of the sale in order to remove the 17 

net book value of the buildings from its utility property records and then to exclude the value 18 

of the buildings from the overall gain calculation.  However, Staff asserts that this was not 19 

just a land transaction, because LAC owned and operated at least six utility buildings and 20 

structures that were providing service to customers that were attached to land that was sold. 21 

Those utility buildings and structures had a net book value of $1.8 million at the time 22 

of the sale.  LAC also ignores the fact that ratepayers are still currently paying rates that 23 

provide a return of and a return on those Forest Park utility buildings and structures that were 24 

sold to Cortex. 25 

Q. LAC witness Ms. Kopp lists four considerations that led to LAC’s decision to 26 

sell its Forest Park facility on page 7, lines 12-23 and page 8, lines 1-2 of her rebuttal 27 

testimony.  Do any of these listed factors change Staff’s recommendation to share the gain 28 
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and to create a regulatory liability for the portion of the employee relocation costs that should 1 

have been applied as an offset to the construction cost of the Manchester facility? 2 

A. No.  None of these reasons justify LAC’s attempt to keep $12 million of the 3 

overall $14 million of total proceeds from ratepayers. 4 

Q. Please respond to Ms. Kopp’s first listed consideration that the Forest Park 5 

sale was part of creating a shared services model and that moving management 6 

employees from Forest Park to the downtown headquarters would facilitate better interaction 7 

among personnel. 8 

A. Staff has taken into consideration all costs that LAC has quantified with regard 9 

to relocating employees to other locations.  There has been no exclusion of any costs that 10 

LAC has provided to Staff with regard to any relocation of Forest Park employees to other 11 

locations to facilitate better interaction among personnel. 12 

Q. Please respond to Ms. Kopp’s second consideration that “around the same 13 

time, the Company began a reorganization of its operations that reduced its operating districts 14 

from 3 to 2 – eliminating the need to maintain the remaining field personnel at Forest Park.” 15 

A. The fact that 5311 Manchester is a different facility in comparison to the Forest 16 

Park operating district has no bearing on the appropriate ratemaking treatment for the funds 17 

that LAC received as a result of the sale.  Furthermore, the 5311 Manchester facility 18 

maintains oversight over approximately 100 operational personnel, the vast majority of which 19 

were previously housed at the Forest Park facility.  While the 5311 Manchester facility is 20 

smaller in terms of employees and totality of operations in comparison to Berkeley, 21 

Shrewsbury, and the prior Forest Park facility, it is significantly larger than any other 22 
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satellite facility in terms of employees and typically deals with more complicated 1 

infrastructure matters. 2 

In a news article dated May 6, 2016, LAC Vice President of Field Operations stated 3 

that the Manchester facility would house approximately 100 construction and maintenance 4 

workers who previously worked at the Forest Park facilities.  For a copy of this news article 5 

please see Schedule JK-s3. 6 

Q. Please respond to Ms. Kopp’s third rebuttal testimony consideration as stated 7 

on page 7, lines 20-23 that the previous Forest Park facilities had significant building 8 

related issues. 9 

A. LAC did not mention any of these concerns in testimony that was filed in Case 10 

No. GR-2013-0171.  Nevertheless, LAC did not incur any costs related to any of the 11 

investment items needed at the Forest Park facilities or address any of these issues because the 12 

sale did occur.  Again Staff is not questioning the decision to sell the facilities but rather is 13 

opposed to LAC shareholders receiving the entirety of the windfall as a result of the sale of 14 

these facilities; one that required a partial replacement of critical aspects of Forest Parks’ 15 

facilities at 5311 Manchester. 16 

Q. Please respond to Ms. Kopp’s fourth consideration as stated on page 8, 17 

lines 1-2 of her rebuttal that the Forest Park facility was subject to being taken through 18 

eminent domain. 19 

A. I am not an attorney, but I have been advised by counsel that the property was 20 

subject to eminent domain.  However, when Staff requested all documentation that LAC 21 

possessed with regard to Cortex communicating any intention to use eminent domain, LAC 22 

provided no such documents and referred Staff to the sales agreement contract.  The sales 23 
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agreement has a reference within the body that states that the property was subject to eminent 1 

domain.  During the context of the LAC 2013 rate case and the proposed merger case that 2 

were ongoing during the time of the sale, LAC did not file any testimony or provide any 3 

information in those proceedings regarding the possibility that Forest Park could be taken 4 

under threat of eminent domain.  Eminent domain was not actually exercised, and is not 5 

relevant to how the windfall of proceeds received from the sale should be addressed for 6 

ratemaking purposes. 7 

Q. On page 9 of her rebuttal testimony, Ms. Kopp refers to the Manchester facility 8 

as a “satellite service center.”  Do you disagree with her characterization? 9 

A. Yes.  During the course of its audit, Staff toured the service centers located 10 

in Berkley and Shrewsbury, the new Manchester facility, and two of LAC’s largest 11 

satellite centers and interviewed LAC operations management personnel.  The Manchester 12 

facility fits in somewhere between the service centers and the satellite centers.  13 

Approximately **    ** employees are based out of the Berkley and Shrewsbury service 14 

centers, however some of these employees are dedicated to job functions and services that are 15 

more easily centralized,  such as the vehicle, truck, and heavy duty equipment maintenance 16 

performed at a centralized mechanic’s garage, a laboratory for testing, and a tool shop.  17 

The largest satellite center, located at Trade Center, only has **    ** employees assigned to 18 

it, and that facility functions differently than the Manchester facility, which has approximately 19 

100 employees based there. As described earlier, the Manchester facility maintains a large 20 

workforce of employees who are experienced with dealing with the more complex 21 

infrastructure located in the city.  This large workforce at Manchester provides leak detection 22 

and emergency response to critical areas, facilitates the continued accelerated pace of the 23 

__

__
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oldest LAC infrastructure which is located in the city, and also provides all of the other 1 

services that LAC’s other satellite centers provide, such as service and installation, meter 2 

replacement, and diversion services.  Finally, even though the new Manchester facility is not a 3 

full service center, it is still a replacement for the Forest Park facilities that were sold to 4 

Cortex, because the work performed at the Manchester facility is the same work that was 5 

previously performed at the Forest Park facility. 6 

Q. On page 9, lines 4 and 5 of her rebuttal testimony Ms. Kopp states the 7 

buildings had a negative value.  Does Staff agree with this statement? 8 

A. Staff disagrees.  The structures and improvements that were located at Forest 9 

Park had a net book value of $1.8 million.  Staff took into account the book value of the land 10 

when it recalculated the gain on the sale of the facilities. 11 

Q. Throughout her rebuttal testimony, Ms. Kopp references the savings from the 12 

facilities’ restructuring and how this has benefited ratepayers.  How does Staff respond? 13 

A. Despite several references to savings, Staff found no quantification of savings 14 

anywhere in Ms. Kopp’s rebuttal testimony. 15 

Q. Will the ratepayers realize any savings from the facilities’ restructuring? 16 

A. No.  The current allocated portions of the leases for the new headquarters at 17 

700 and 800 Market Street in downtown St. Louis amount to approximately twice the cost in 18 

terms of lease payments and other related costs compared to what was being paid for the 19 

previous LAC headquarters at 720 Olive Street in St. Louis and MGE’s Broadway office 20 

building in downtown Kansas City, Missouri.  Additionally, the net book value of the new 21 

Manchester facility is over $5 million above the net book value of the previous Forest Park 22 

facility.  Even with the “substantial investments” mentioned by Ms. Kopp on page 7, 23 
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lines 20-23 of her rebuttal testimony, the ratepayers would be paying less had LAC not 1 

restructured its facilities. Therefore, her claims regarding savings are inaccurate.  2 

Q. Please respond to Ms. Kopp’s comments found on page 12, lines 11 3 

through 18 of her rebuttal testimony regarding the overall restructuring of all Missouri 4 

facilities resulting in synergies and savings for ratepayers. 5 

A. As explained above, the facility decision pertaining specifically to Forest Park 6 

did not result in cost savings to ratepayers, nor did the decision to relocate the corporate 7 

headquarters to 700 and 800 Market Street.  Much of the synergies and savings occurred as a 8 

result of the termination of MGE employees that provided duplicate functions following the 9 

merger and through a spreading of overheads to other recently acquired gas utilities located in 10 

Alabama and Mississippi.  The acquisitions and the restructuring decisions had little to do 11 

with LAC’s decision to sell the Forest Park properties in June 2013. 12 

Q. What is LAC’s rebuttal testimony response to the Staff’s proposed 13 

ratemaking recommendation to establish a $3.5 million regulatory liability pertaining to the 14 

relocation proceeds as a rate base offset to be amortized over five years as described in the 15 

Staff Report? 16 

A. Staff found no LAC rebuttal testimony responsive to Staff’s proposed 17 

ratemaking treatment for establishing a regulatory liability rate base offset for the $3.5 million 18 

of relocation proceeds. 19 

Q. Has LAC sold other properties in recent years for which Staff did not 20 

recommend sharing of the proceeds of the gain of the sale? 21 

A. Yes.  In LAC rate case, Case No. GR-2010-0171, Staff agreed that the 22 

gain on the sale of the gas holders that were located near the Shrewsbury service center 23 
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should be booked “below-the-line,” so these gains were retained entirely by 1 

LAC shareholders. 2 

Q. How does the sale of the gas holders differ from the sale of the Forest Park 3 

facility? 4 

A. The gas holders were incapable of providing service, were fully depreciated, 5 

and were not replaced.  In a prior LAC rate case, Case No. GR-99-315, LAC witness 6 

Richard A. Kottemann addressed LAC gas holders on page 15, lines 8-10 of his direct 7 

testimony, stating, “Unlike a mass property account that is perpetuated by additions 8 

and replacements of retired plant, the holder assets that are in place will not be added to 9 

or replaced.” 10 

Q. Are there any other instances where LAC routinely receives funds to relocate 11 

its infrastructure? 12 

A. Yes.  LAC is often required to relocate its natural gas mains and other 13 

infrastructure for road improvements and other governmental projects.  In almost every such 14 

occasion, LAC receives reimbursement. 15 

Q. When LAC is reimbursed for relocating its infrastructure in these instances, 16 

how are these funds accounted for? 17 

A. The reimbursement for relocation cost is recorded as CIAC in an amount equal 18 

to capital investment costs incurred.  The result is a zero net book value for the capital costs 19 

that were incurred to relocate the gas mains.  Therefore, ratepayers are not required to pay 20 

either a return on or return of this relocated property.  Likewise, Staff proposes that ratepayers 21 

receive some appropriate recognition for the relocation proceeds that LAC received as a result 22 

of the sale of Forest Park property. 23 
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Q. How does Staff respond to OPC witness Charles R. Hyneman’s proposed 1 

treatment of the gain on the sale of the Forest Park facilities, as described on pages 2 2 

through 6 of his rebuttal testimony? 3 

A. Staff’s position is that Mr. Hyneman’s proposal to treat the adjusted level of 4 

proceeds that LAC received as a result of selling Forest Park utility assets as an increase to 5 

depreciation reserve in order to offset the overall rate base value of the Manchester facility 6 

also represents an acceptable alternative recommendation for the Commission.  This treatment 7 

would be somewhat akin to a typical situation where a utility sells a utility vehicle and then 8 

takes into account this salvage value of the sold vehicle in a manner that reduces the rate base 9 

value of the replacement vehicle. 10 

Q. Please summarize Staff’s recommendation regarding the proceeds of the sale 11 

of the Forest Park facility. 12 

A. It is Staff’s position that the newly constructed Manchester facility is a 13 

replacement for the previous facilities that were located at Forest Park Ave.  In this unique 14 

circumstance where utility property was sold for a substantial gain and subsequently replaced, 15 

Staff believes that it is appropriate to share the gain on the sale of the property between the 16 

ratepayers and the shareholders.  Staff recommends that the gain be split using Staff’s capital 17 

structure.  Staff recommends that the ratepayer portion of the gain be put into a regulatory 18 

liability, without rate base treatment, and amortized over five years. 19 

Furthermore, Staff recommends that the relocation funds, less any expenses used to 20 

relocate the employees and equipment from Forest Park, and all zero net book value property 21 

reflected on LAC’s books be recorded as a regulatory liability, with rate base treatment, 22 
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and amortized over five years, with no reduction to the cost of service to reflect a 1 

contra-expense amortization. 2 

CREDIT CARD TRANSACTION FEES 3 

Q. Please provide a brief description of the issue. 4 

A. In the Partial Stipulation and Agreement filed as part of Case No. 5 

GR-2009-0355, MGE was allowed to begin recovering in rates the per-transaction expense 6 

associated with processing customer credit card payments. Prior to that case, each customer 7 

who utilized this form of payment was responsible for those transaction fees. This cost 8 

recovery was not challenged by the parties in MGE’s last rate case, Case No. GR-2014-0007, 9 

and MGE has continued to recover these transaction fees in rates. LAC requested similar 10 

treatment for credit card processing fees as part of its direct testimony in this case.   11 

Staff has included a level of credit card processing fees for both MGE and LAC in this 12 

current case.  The company also proposes to include a level of credit card processing fees in 13 

the cost of service. 14 

Q. What position has OPC taken on this issue? 15 

A. OPC did not include a level of credit card processing fees and states that this is 16 

socialization of a cost rather than a cost based on cost causation.  They believe that 17 

socialization of credit-card fees means all customers will pay for these fees, even though 18 

only some customers actually pay their bills using this method. 19 

Q. How did Staff calculate the annualized amount to include in rates for 20 

these fees? 21 

A. Staff recommended as part of its direct testimony that the actual credit card 22 

processing fees for the 12 months ending June 30, 2017, be included as the annualized amount 23 
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to include in rates for MGE. Since MGE is allowed to recover these payments in rates, for 1 

consistency purposes, Staff recommends similar treatment for the credit card processing fees 2 

for LAC. Staff has included an annualized amount for credit card processing fees for LAC, 3 

based on the number of actual credit card payments that occurred for LAC during the 4 

12 months ending June 30, 2017, multiplied by the known and measureable average per 5 

payment transaction fee incurred by MGE for the same period.  Staff also intends on 6 

reviewing this issue as part of its true-up analysis.  Staff and LAC/MGE agree on the test year 7 

as an appropriate level of credit card fees for MGE but Staff and LAC/MGE do not agree on 8 

the amount of credit card fees to include for LAC. 9 

Q. How does LAC/MGE witness Noack propose to calculate the amount of credit 10 

card transaction fees to include in rates for LAC? 11 

A. Mr. Noack proposes to apply the percentage use of credit card transactions that 12 

MGE experienced for the 12 months ending January 2017 and apply that percentage to the 13 

total number of payments received by LAC, during that same time frame to annualize the 14 

number of transactions.  The annualized transactions are then multiplied by the average per 15 

transaction fee that is currently charged at MGE. 16 

Q. Does Staff believe this is an appropriate method to use? 17 

A. No.  MGE currently has approximately 30% of customers paying by credit or 18 

debit card, while LAC customers currently pay by credit/debit card only 11% of the time.  19 

Mr. Noack’s method does not account for the gradual ramp of the credit/debit card payments 20 

over time, such as what occurred when MGE was allowed to collect credit card fees in the 21 

cost of service.  The following chart highlights the gradual ramp up of credit card usage to 22 

pay MGE residential bills. 23 
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 1 

Year 
Credit/Debit 
Transactions

Residential 
Customers  

Credit 
Card 
Usage 

2012  766228 5296985 14%

2011  616920 5264692 12%

2010  405243 5322459 8%

2009  228250 5343017 4%

2008  195029 5355683 4%

 2 

In 2009, the year prior to MGE taking over the responsibility for credit card transaction fees, 3 

only 4% of residential customers used their credit or debit card to pay their bill.  In 2011 and 4 

2012, the number of customers using credit cards increased slightly. 5 

Q. On Page 5, lines 6-10 of the rebuttal testimony of LAC/MGE witness Noack, 6 

he states, “Once that customer fee is eliminated, it should be expected that the number of 7 

credit card payments by LAC customers will increase the same way MGE’s did.  8 

Accordingly, the allowance proposed by the Company relating to such payments is a far more 9 

accurate estimate of what the actual fees are likely to be.”  How does Staff respond? 10 

A. Staff agrees that it is possible that the number of payments may increase after 11 

the customer charge is removed; similar to how MGE’s did after the change, which was a 12 

gradual increase over time as highlighted by the chart above.  However, this change has not 13 

yet occurred and is at this time not known and measureable.  The methodology proposed by 14 

Mr. Noack does not take into account the current reality of the level of transactions that are 15 

actually occurring and in turn would build an inappropriately high level of expense in the cost 16 

of service.  Staff is of the opinion that the actual number of transactions experienced by 17 

LAC in the 12 months ending June 30, 2017, and then later updated at September 30, 2017, 18 

is a better reflection of the number of transactions that LAC will experience as a going 19 

forward amount. 20 
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REBRANDING COSTS 1 

Q. On page 24, lines 3-4, of LAC/MGE witness Lobser’s rebuttal testimony, 2 

regarding the Spire rebranding costs issue he states, “the expenditures were a reasonable, 3 

one-time transition cost incurred to achieve the integration of MGE and LAC.”  How does 4 

Staff respond? 5 

A. Staff agrees that the rebranding costs are a one-time non-recurring expenditure; 6 

however, Staff does not believe they are a transition cost stemming from the merger of 7 

Laclede Gas and MGE.  The merger of Laclede Gas and MGE was finalized in September of 8 

2013, and Spire has since acquired Alagasco in 2014 and Energy South (“ESI”) in 2016.  9 

Staff believes this rebranding is more of a shareholder decision to incorporate the acquisitions 10 

of not just MGE but also Alagasco, ESI, and any future acquisitions under one umbrella, 11 

rather than just being a decision to rebrand due to the merger of LAC and MGE.  Please see 12 

the surrebuttal testimony of Keith Majors for Staff’s recommended treatment of transition 13 

costs and why these rebranding costs do not qualify as such. 14 

Q. Please describe what is meant by a “one-time” cost. 15 

A. One-time costs are costs that are non-recurring, and as such, LAC and MGE 16 

are not likely to incur them again in the future.  Because these costs are not likely to be 17 

incurred in the future, they are normally removed from the test year, as they are not 18 

representative of LAC’s and MGE’s on-going levels of expense.  19 

Q. On page 25, lines 17-21 of his rebuttal testimony, Mr. Lobser suggests 20 

that “…the synergies produced by our growth activities have been well in excess of our 21 

transition costs, including these expenditures which were part and parcel of our efforts to 22 

integrate our businesses.  Accordingly, customers are not and will not be asked to pay any net 23 

costs associated with the name change.”  Does Staff believe that is an accurate statement? 24 
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A. No.  Staff takes the position that the rebranding costs are not transition costs 1 

related to MGE’s acquisition.  If they were, Spire Missouri would have embarked on this 2 

rebranding subsequent to the purchase of MGE rather than incurring the cost many years later 3 

after acquiring two additional utilities.  **   4 

  **  5 

Costs related to an acquisition strategy relate to shareholder decisions for which the costs 6 

should not be borne by the ratepayers.  LAC and MGE’s position in this case is to recover 7 

these costs as part of their transition costs and to bundle the rebranding costs with other 8 

non-capital transition costs and include 50% of those costs in rate base and then amortize 9 

them over five years. 10 

Q. Did customers have choice as to whether LAC and MGE rebranded to Spire 11 

and do they receive any benefits from the rebranding efforts? 12 

A. No.  The rebranding did not provide any direct benefits to the ratepayers.  They 13 

continued to receive the same service from the same employees of the same utility company 14 

after the rebranding as they did the day before the rebranding. 15 

Q. Did any customers raise concerns regarding paying for the rebranding costs 16 

during the local public hearings for the current rate case? 17 

A. Yes.  Several customers expressed similar concerns as Staff about paying for 18 

the change in name from Laclede Gas or Missouri Gas Energy to Spire.4 19 

Q. Did LAC/MGE conduct any surveys of customers regarding the potential 20 

name change? 21 

                                                 
4 Please see transcripts for the following local public hearings:  

Kansas City, MO – Local Public Hearing – Volume 11 – October 11, 2017 – Page 300 lines 5-10 
St. Louis, MO – Local Public Hearing- Volume 8, October 3, 2017 – Page 211 lines 7-21 
Sunset Hill, Mo  Local Public Hearing – October 5, 2017 – Volume IX – Page 234, lines 6-14 
Kansas City, MO Local Public Hearing – October 12, 2017 – Volume 12 – Page 331 Line 4- Page 332 line 3 

________________________________

____________________________________________________________
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A. Yes.  As part of the response to Staff Data Request No. 0198, LAC/MGE 1 

provided Staff the results of customer surveys.  **   2 

 3 

 4 

  ** 5 

Q. Did LAC/MGE also ask customers if they were willing to pay more in utility 6 

rates as a result of the name change in the aforementioned survey? 7 

A. No.  They did not ask the customers if they were willing to pay more in rates 8 

for a name change or if they would potentially pay more as a result of the name change in the 9 

survey mentioned above. 10 

Q. Have any other utilities regulated by the Missouri Public Service Commission 11 

incurred costs to “rebrand” in the past? 12 

A. Yes.  Union Electric changed its name to AmerenUE and then subsequently 13 

transitioned its name from AmerenUE to Ameren Missouri in 2010. 14 

Q. Did Ameren Missouri attempt to recover the costs for rebranding in rates? 15 

A. No.  In Case No. ER-2011-0028, Ameren Missouri agreed with Staff that these 16 

costs should not be recovered in rates. 17 

Q. Is it Staff’s opinion that the rebranding was done with future acquisitions 18 

in mind? 19 

A. Yes.  Staff was provided with documents in the response to Staff Data 20 

Request No. 0199 that indicate that the rebranding was done with future acquisitions in mind.  21 

**   22 

 23 

  ** 24 

__________________________

______________________________________________________________

______________________________________________________________

______________________

____________________________________________________________

______________________________________________________________

__________
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Q. Please summarize Staff’s position on the rebranding costs. 1 

A. The rebranding costs are one-time non-recurring costs and should be removed 2 

from the test year.  Staff also takes the position that any costs for rebranding that occurred 3 

subsequent to the test year are not transition costs for the LAC and MGE merger and should 4 

not be included in the cost of service in any manner.  The decision to rebrand is a corporate 5 

decision made primarily for the benefit of the shareholders to promote its acquisition strategy.  6 

Ratepayers should not be asked to fund the costs of the name change, when they will be 7 

receiving the same service from the same employees. 8 

800 MARKET LEASE 9 

Q. On page 12, lines 4-7 of his rebuttal testimony, Mr. Lobser states, 10 

“The Company shall have a portion of a lease expense for 800 Market disallowed for 11 

temporary vacancies in cubicles, despite the Company creating additional cost savings for 12 

customers related to those vacancies, despite it already having plans in place to reorganize 13 

functions to make use of that available space.”  Did Staff request a copy of the plans 14 

referenced by Mr. Lobser? 15 

A. Yes.  Staff submitted Data Request No. 0497, in which the response indicated 16 

that LAC was in “the preliminary planning phase of reconfiguring the space at 800 Market, 17 

please see Schedule JK-s5 Staff finds that Mr. Lobser’s statement in testimony is misleading, 18 

as according to the response to the above data request, there is no current formal plan in place 19 

for the unused space at 800 Market. 20 

Q. Does this complete your testimony? 21 

A. Yes it does. 22 
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Laclede Gas Company 
GC-2016-0297 

 
 

Response to OPC Data Request 1-94 
 
Question: 
How many employees work at the gas service center at Manchester and Macklind? Are 
these estimates for an increase or decrease in the next six months? If so, please provide 
those estimates. 
 
 
Response: 
Please note that, as disclosed in the signed contract supplied in response to OPC DR 
1001, the Forest Park Purchaser is the sole shareholder of CORTEX West 
Redevelopment Corporation, a Missouri urban redevelopment corporation organized 
pursuant to Chapter 353 of the Missouri Revised Statutes ("CWRC"). The Board of 
Aldermen of the City of St. Louis has declared a certain area within the City of St. Louis, 
including the Property, as blighted and has approved a plan for redevelopment which 
authorizes the use of eminent domain by CWRC to acquire the blighted property, 
including the Property. In lieu of CWRC exercising its rights of eminent domain, Seller 
has agreed to sell the Property to Purchaser pursuant to this Agreement.  As such, these 
questions appear to be irrelevance and misplaced. 
 
Approximately 100 construction and maintenance (C&M) employees will report to the 
new location. The building is being constructed as a partial replacement for our Forest 
Park facility and its centralized location enables us to quickly respond to emergency 
situations in the city of St. Louis and continue accelerated pipe replacement work. The 
building will be about 15,000 square feet and will include a training room, meeting space 
for 100 people, warehouse space, showers and lockers. 
    
 
Signed by:  Glenn Buck  
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Laclede Gas Company 
GC-2016-0297 

 
 

Response to OPC Data Request 1-95 
 
Question: 
Please describe in detail how the new gas service center is better suited to meet company 
and customer needs. Please list each item separately with a detailed discussion of the 
benefit. Considering the response to the previous question, was any analyses performed 
to determine if the existing gas service center could achieve those benefits for less cost? 
 
Response: 
Please note that, as disclosed in the signed contract supplied in response to OPC DR 
1001, the Forest Park Purchaser is the sole shareholder of CORTEX West 
Redevelopment Corporation, a Missouri urban redevelopment corporation organized 
pursuant to Chapter 353 of the Missouri Revised Statutes ("CWRC"). The Board of 
Aldermen of the City of St. Louis has declared a certain area within the City of St. Louis, 
including the Property, as blighted and has approved a plan for redevelopment which 
authorizes the use of eminent domain by CWRC to acquire the blighted property, 
including the Property. In lieu of CWRC exercising its rights of eminent domain, Seller 
has agreed to sell the Property to Purchaser pursuant to this Agreement.  As such, these 
questions appear to be irrelevance and misplaced. 
 
The building is being constructed as a partial replacement for our Forest Park facility and 
its centralized location enables us to quickly respond to emergency situations in the city 
of St. Louis and continue accelerated pipe replacement work. Many of the people who 
previously reported to the Forest Park location now report to 700 Market as part of the 
shared services organization.  As noted, the question of achieving “savings” at the 
existing service center is moot due to the eminent domain status of the location.  
    
 
Signed by:  Glenn Buck  
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Laclede Gas center under construction in St. Louis 

From  staff reports M ay 6, 2016

Rendering of Laclede Gas service center at 5311 M anchester

Under construction at Manchester and Macklind avenues in St. Louis is 

a Laclede Gas service center that will house about 100 construction and 

maintenance workers.

Completion of the project is expected in October, the company said 

Friday. Tarlton Corp. is the general contractor. A city building permit 

issued April 28 estimates a project cost of $4 million.

Page 1 of 3Laclede Gas center under construction in St. Louis | Building Blocks | stltoday.com
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Many employees who will be based at the 15,000-square-foot facility at 

5311 Manchester worked previously at a Laclede service center on 

Forest Park Avenue just west of Vandeventer Avenue. That building was 

demolished and the site is now part of the Ikea store's parking lot.

Some employees based at Forest Park Avenue center were transferred 

to the headquarters of Laclede Group—last month renamed Spire—at 

700 Market Street downtown.

The new 15,000-square-foot center on Manchester will be "more 

dynamic" and better suited than the Forest Park Avenue building to 

meet company and customer needs, the company said.

“As longtime members of the community, we’re excited to construct this 

new service center to help us as we grow as a company," Tim Goodson, 

vice president of field operations for Laclede Gas, said in a statement. 

"Its centralized location enables us to quickly respond to emergency 

situations in the city of St. Louis and continue accelerated pipeline 

replacement work."

The building will have a training room, meeting space, warehouse 

space, showers and lockers.

Cortex buys Pace property near Ikea

Page 2 of 3Laclede Gas center under construction in St. Louis | Building Blocks | stltoday.com
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Laclede Gas Company / Missouri Gas Energy 
GR-2017-0215 / GR-2017-0216 

 
 

Response to MPSC Data Request 0497 
 
Question: 
 
Please refer to page 12, lines 4-7 of the rebuttal testimony of C. Eric Lobser. 1, Please 
provide a complete copy of the plan(s) for the unused space located at the 800 Market 
location. 
 
Response: 
 
We have already filled a number of the workstation vacancies at 800 Market with 
additional back-office positions.  We are also in the preliminary planning phases of 
reconfiguring the space at 800 Market, which may include adding a training area, 
conference rooms, office(s), and project workspaces. 
 
Signed by:  Glenn Buck  

Schedule KK-s5 
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