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Enclosed for filing in the above-referenced proceeding please find an original and
eight copies of the Missouri Gas Energy’s Response to Preliminary Order. Please stamp
the enclosed extra copy “filed” and return same to me.

If you have any questions concerning this matter, then please do not hesitate to

contact me. Thank you very much for your attention to this matter.
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Enclosures

Sincerely,

BRYD S?EN N & ENGLAND P.C.
By: /

Dean L. Oépe' ‘f

ce: Thomas R. Schwarz, Jr.
Douglas E. Micheel
Richard S. Brownlee
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In the matter of the tariff filing of Missouri ) Mission
Gas Energy to implement an ) Case No. GT-2003-0033
Experimental school transportation ) Tariff No. JG-2003-0049
Program. )

MISSOURI GAS ENERGY’S RESPONSE TO PRELIMINARY ORDER

Comes now Missouri Gas Energy (“MGE” or “Applicant™), a division of
Southern Union Company, by and through counsel, and for its response to preliminary
order, respectfully states the following:

1. On October 10, 2002, the Commission issued its notice of preliminary
order and agenda discussion inviting written responses thereto no later than 8:30 a.m. on
October 15, 2002,

2. Based on the Commission’s discussion of this matter during its October
10, 2002, agenda session, MGE understands that there may be questions regarding the
operation of the $0.04 per Ccf aggregation and balancing fee/rate cap during the first year
of the experiment, the true-up contemplated prior to the second and third years of the
experiment, and the statutory requirements that the experiment not have any negative
financial impact on the gas corporation and that the aggregation charge be sufficient to
generate revenue at least equal to all costs caused by the experiment.

3. MGE executed the Unanimous Stipulation and Agreement filed herein
with the intent and understanding that: the additional costs associated with the experiment
during year 1 would be compared to the additional revenues generated by the aggregation
and balanciyg fees during year 1; any adjustment necessary for year 2 to better match the

revenues generated by the aggregation and balancing fees to the costs associated with the



experiment would be made for year 2 of the experiment; revenues generated by the
aggregation and balancing fees during year 1 in excess of costs associated with the
experiment in year 1 would be credited to customers in year 2 of the experiment or
amounts by which costs associated with the experiment in year 1 exceeded revenues
generated by the aggregation and balancing fees in year 1 would be recovered from
customers in year 2 of the experiment; and the process would be repeated for year 3 of
the experiment.

4, The foregoing understanding is consistent with the direct testimony of
MGE witness Noack (pp. 3-4) and the direct testimony of Staff witness Russo (pp. 4-5).
Providing a true-up procedure as described in paragraph 3 is also the only way that MGE
has been able to conceive of for the Commission to reasonably conclude that the
experiment will not have any negative impact on the gas corporation or its other
customers and that the aggregation charge is sufficient to generate revenue at least equal
to the costs caused by the experiment, as required by the statute. Absent the foregoing
understanding MGE would not have executed the Unamimous Stipulation and Agreement.

Respectfully submitted,
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I hereby certify that copies of the foregoing have been mailed or hand-delivered
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Deputy General Counsel Senior Public Counsel
Missouri Public Service Commission Office of the Public Counsel
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