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P.S.C. MO.No. 1 Third Revised SHEET No. 10
Canceling P.S.C. MO. No. 1 Second Revised SHEET No. 10

Missouri Gas Energy,
a Division of Southern Union Company For: All Missouri Service Areas

INFRASTRUCTURE REPLACEMENT SURCHARGE (ISRS)

Description: Rate ISRS is designed to recover the costs associated with the Company’s
eligible infrastructure replacements in accordance with the provisions of
sections 393.1000, 393.1012 and 393.1015 RSMo.

Applicability: Rate ISRS is applicable to each customer billing for service during the
effectiveness of the ISRS rate element.

ISRS Rate Element: In addition to the other charges provided for in the Company’s tariff,
a monthly ISRS Rate Element shall be added to each bill for service on and
after the effective date of the ISRS rate. The amount of the ISRS Rate
Element, by customer class, is as follows:

Residential $0.21 per month
Small General Service $0.28 per month
Large General Service $1.64 per month
Large Volume Service $8.46 per month
Whiteman Air Force Base $8.46 per month
Intrastate Transportation Service $8.46 per month
CNG for use as a fuel in vehicles $0.28 per month
DATE OF ISSUE February 14 2005 DATE EFFECTIVE March 14 2005
month day vyear month day year
ISSUED BY Michael R. Noack Director, Pricing and Regulatory Affairs

Missouri Gas Energy
Kansas City, MO. 64111

APPENDIX B
PAGE 1




Missouri Gas Energy
ISRS Revenue Requirements Calculation

ISRS Activity:

Gas Utility Plant Projects--Total -(RM) RSMo 393.1012:
Work Orders Placed in Service:

Replacement Mains, Services and Assaciated Valves and Regulators
Deferred Taxes
Accumulated Depreciation

Total ISRS Rate Base
Overall Rate Of Return per Last Order
UOI Required

Income Tax Conversion Factor
Revenue Req. Before Interest Deductability

Total ISRS Rate Base

Embedded Cost of Debt per Last Order

Interest Expense Deduction

Combined Federal and State Income Tax Rate (Per GR-2004-0209)
Income Tax Redcution due fo Interest

Tax Conversion Factor

Revenue Req Impact - Interest Deductability

Total Revenue Requirement on Capital
Under-recovery of previous iSRS
Cost of Removal

Depreciation Expense
Property Taxes

Total ISRS Revenues

Appendix B
Page 2

Toftal for
ISRS Filing

$ 8,857,191
(1,725,963)
(60,722)

7,070,506

8.36%
591,268
1.62308

959,678

7,070,506
4.72%

333,616
38.39%

128,042
1.62308

207,822

751,854
121,474
199,884
197,974

83,425

$ 1,364,610
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Missouri Gas Energy
Property Tax Calculation

ISRS Filing
Total Investment 8,857,191
Less: Retirements {481,215)
Net Change in Property Base 8,375,976
Property Tax Rate (Note) 1.11539% -
Property Tax Expense 93,425

Note: Percentage taken from MPSC Commission
Staff workpapers in GR-2004-6209




Missouri Gas Energy
Deferred Taxes - Rate Base Reduction

ISRS Filing

Federal Tax Rate:
Composite Tax Rate:

Plant Additions

Public Improvements
SLRP
Blanket Work Orders

Total Plant additions

Book Depreciation

Bonus Depreciation

Adjusted Tax Basis

Tax Depreciation

Difference between tax and book Depec

Total Deferred Taxes

35.00%
38.39%

3,476,362
1,977,889
3,402,941

8,857,191

98,987

4 428,606

4,428,596

4,594,668

4,495,681

1,725,963

Appendix B
Page 4




Appendix B

Page 5
Missouri Gas Energy
Rate of Return Determination Per GR-2004-0209
Weighted Embedded
Capital Percentage Embedded Cost of Cost of
Component of Capital Cost Capital Debt

Common Stock Equity 29.99% 10.50% 3.15% 0.00%
Preferred Stock 6.40% 7.76% 0.50% 0.50%
Long-Term Debt 63.61% 7.42% 4,72% 4.72%
' 100.00% 8.36% 521%

Capital structure, embedded costs and return on equity from Case No. GR-2004-0209
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Appendix B

Page 7
Missouri Gas Energy
ISRS Reconciliation
ISRS Case GO-2004-0242
ISRS Effective Daie 4/1/2004
Rate Case Effective Date 10/2/2004
Number of days ISRS was in effect 184.00
Number of days in 2004 366.00
Percentage 50.27%
Annual Revenue Requirement $ 3,072,903
Targeted Amount 3 1,544 847
Amount Billed $ 1423373

Under recovery 3 121,474




Missouri Gas Energy Understanding Your Bill Information m I‘ f? /‘;‘( (’

Missouri Ga:

manage my account cusfomer resources safety first gas conservation company info

customer Resources > How to Read My Bill
How to Read My Bill

Tell me more The following is an explanation of the

= FAQ n is i e
n About payment options tb?trims found on your Missouri Gas Energy

x How to read my bill
» How to read my meter
- Where can I find...? If you have additional questions about

m Pay stalions ; W T ED o ey
 Custorer Service canters your bill, contact your reglonal Customer

u Energy Assistance Service Center.
- Nemngors Helping Explanation of terms
Neighbors ' . .
= Bill payment assistance Energy use Nat_ural gas is sold on a volumetric (cubic feet)
» Request new service basis, MCF or CCF.
» Web site survey MCF An abbreviation for 1,000 cubic feet
. ) CCF Matural gas is sold according to the volume of
# View my bill gas used. CCF, the abbreviation for 100 cubic

feet, is the unit of measurement used by
Missouri Gas Energy

Energy A charge per unit of gas (ccf) delivered to you,

charge which will flucktuate according to usage. This
charge is designed to allow MGE to recover
remaining costs not covered by the Customer
Charage, including the company’s piping system,
wages, trucks, equipment, supplies, and other
expenses. Regulated by the Missouri Public
Service Commission,

PGA/COG  (Purchased Gas Adjustment/Cost Of Gas);
Reflects the whalesale cost of gas paid by MGE
to its many suppliers in the natural gas
commodity market. Currently, PGA/COG changes
are limited to a maximum of four times a year, if
the PGA/COG rate changes during a billing
period, the charge will be prorated based upon
the number of days each rate was in effect
during the billing period. If that occurs, the
charge for each rate will be shown on two
separate lines on each bill.

PGA An abbreviation for purchased gas adjustment
COG An abbreviation for cost of gas

Franchise  The franchise fee is a tax levied by local

Fee municipalities which MGE collects and then

passes on to those respective cities. Fee varies
from city to city and it usually a percentage
based upon a customer’s total gas bill.
Pressure Faor most customers, the Pressure Adjustment
Adjustment does not apply. Some customers receive natural
gas at a pressure higher than our base delivery
pressure. When this occurs, the meter reading
does not reflect actual usage and the Pressure
Adjustment must be used to determine actual
usage. This Pressure Adjustment is a factor by
which the meterad usage is multiplied to
determine actual usage. Meters operating at
normal pressure will have a Pressure Adjustment
of 1.0. The Pressure Adjustment for meters
operating at pressure higher than normal will be
greater than 1,0, such as 1.1, 1.2, or more.
Service These charges have been assessed for one or
Charges more of the following items: Return Check
Charge; Succession Charge; Connect Charge;
Reconnect Charge; Disconnect Charge;
Collection Charge; and or Requested Meter

http://www.missouri gasenergy.com/readBill.jsp 2/10/2005
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ISRS Infrastructure System Replacement Surcharge
may appear which is designed to recover the
cost of government mandated infrastructure
system replacements not currently included in
MGE’s rates. The ISRS, as authorized by Missouri
law, is subject to review by the Missouri Public
Service Commission and may change
periodically. Taxes applicable to the I5RS are
shiown on the bill as “Taxes on ISRS”

Customer  Same fixed charged every month designed to

Charge allow MGE to recover a portion of its costs
associated with malntaining customer accounts.
Whether or not a customer uses any gas during
a billing period, MGE must stilt maintain and
operate all the facilities necessary to serve
customers, as well as monitor their usage,
maintain their records and prepare and mail their
bills. Each rate class - residential, small general
service, large general service and large volume -
pays a different rate. Regulated by the Missouri
Public Service Commission,

Note: All charges and adjustments have been approved by
the Regulatory Authorities in your service area.

Note: Chacks returned for insufficient or uncollected funds
are subject to electronic presentation without further notice.
OR If your check is returned we reserve the right to collect
the check electronically via a debit to your checking account.

right ©® 2001 Missouri Gas Energy | Terms of Use & Privacy Palicy

http:// www.missourigasenergy.com/readBill jsp 2/10/2005
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TOPICS —it

Home

Legal Requirement:

Affiliate
Questions
Emergency
Protogols
ISRSG & A
Pipeline Refunds

Human Resources.:

Company
Directory
Employee
Accounis

How To Read
Your Direct
Deposit Voucher
How To Read
Your Paycheck
Oracle FAQ

o Oracle

Abbreviations

Contact Center Info

ABC Calc

Agencies

Bank Plan

Procedures
Dedyct Dates

City inspections

Contact Center

Directory ... . .

FREE 3

. The MGE Info Genie

Inform ation for MGE Employees

Infrastructure System Replacement Surcharge (ISRS):

PSC Grants Infrastructure Surcharge for Missouri Gas Energy’s Customers
New Charge will appear on customer bills in April 2004,

Kansas City, MO (April 1, 2004) -- Beginning in April, Missouri Gas Energy
customers will notice a new charge on their monthly natural gas bills. This new
charge, the Infrastructure System Replacement Surcharge (or ISRS), results
from a new state law that helps fund necessary and ongoing public
improvements in utility infrastructure systems. Approved by the Missouri
Public Serviee Commission, MGE will utilize the ISRS mechanism to recover
the cost of government-mandated infrastructure system replacements not
currently included in MGE’s rates. Government-mandated projeets include
safety projects ordered by the MPSC and public improvement projects such as
road widenings that require gas lines to be relocated. The ISRS, as authorized
by Missouri law, is subject to review by the Missouri Public Service Commission
and may change periodically. The approved rates per month by customer class
are as follows:

Residential

Small commercial customer
Large commercial customer
Large volume customer

$0.47

' o b
s @zﬁd

$18.95

 This surcharge will not apply to new lines that are designed to produce revenue
. for MGE, but only to changes in the infrastructure that are required by
governmental entities.

“This new surcharge bencfits beth Missouri Gas Energy and its customers,”
said Jim Oglesby, MGE, President and Chief Operating Office. “By utilizing
the ISRS, MGE will begin to recover, over time, costs associated with
government mandated (non-revenue producing) system improvements sooner
" which should reduce the frequency of expensive general rate cases in the
. futare.”

2/10/2005
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| Topics s

¢ Home
Legal Requirement:

o Affiliate
Questions

e Emergency
Protocols

e ]8RS

ISRSO& A

¢ DPipeling Refunds

e Rate Case
Changes

o Residential
Alliance Program

Human Resources:

s Company
Directory

e Employee
Accounts

o [Jow To Read
Your Direct
Deposit Voucher

e How To Read
Your Paycheck

o Oracle FAQ

s Oracle
Abbreviations

Contact Center Info

¢ ABC Calc
» Agencies
¢ Ban Plan
Procedures
Deduct Dates
e City [nspections

o Contact Center

2 Why do | have to pay taxes on the surcharge?

_ the I-8-R-§ are broken out separately so customers know what they are paying

~ zero, then be adjusted periodically as needed (*) until we go through a rate review

© Yes. By collecting the I-S-R-S related costs over time, we should reduce the

Dhirectory.... .. .

Lies 4

« The MGE Info &Genie

Inform ation for MGE Employees

Contact Center Q&A for ISRS

What is this charge for the 1-§-R-S7

That stands for the Infrastructure System Replacement Surcharge and it started
appearing on customer bills for service on or after April 1. Different government
entities, like cities or the state or the Public Service Commission, periodically require
us to move or replace our pipe. This charge begins to recover the cost of those
relocations or replacements.

Why would MGE be required to move its pipes?

When cities want to build a new road, or widen a road, they often have to dig where
our pipes and other utilities are. In order for the city to do these types of projects,
they require that we move our lines. We also have to comply with Missouri Pubtic
Service Commission safety rules regarding replacement of our pipes. This charge
will pay for government-mandated, non-revenue producing pipeline replacements or
relocations.

What do you mean by non-revenue producing?

If we have to move a pipe 20 feet to make way for a new road, the new pipe won't
serve any more customers, so it won't produce new revenues. It is different than
when we put in a pipe to serve a new subdivision.

" Why do | have to pay it?

You have always paid for these types of costs through our general rate structure.
However, a new law passed in 2003 allows companies like MGE to begin recovering
these types of costs more quickly through a surcharge. The charge is still subject to
Missouri Public Service Commission review, plus MGE will initiate a full rate review
proceeding no later than three years after implementation of an I-S-R-S.

In most cities, local taxes, or franchise fees, apply to your bill. Taxes applicable to

How long will it be on my bill?

This charge started appearing on customer bills for service on or after April 1 and
will be prorated based on the number of days during your billing period. This charge
will be on your bill monthly until we complete our current rate review process, which
will be no later than October 2, 2004. At that time, the |-S-R-S charge will drop to

process again.

Could it go higher than $0.477

(*YThe charge will always depend on how much government-mandated work we do.
The current I-S-R-S represents almost three years worth of work. Usually, the I-S-
R-S will be adjusted in smaller increments reflecting a shorter period of time.

Does this help me at all?

frequency of expensive general rate cases in the future.

http://www.mgeinfo.com/Information/default.him 2/10/2005
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Billing information
CUSTOMER CHARGE: This charge is the same every month. Howaver, each rate ¢lass - residential,
small general service, large general service and large volume — pays a different rate. This charge is
designed to aliow MGE to recover a portion of its costs associated with maintaining cusiomer accounts.
Whether or not a customer uses any gas during a billing pericd, MGE must still maintain and operaie all
the facilities necessary 1o serve cusiomers, as well as monitor their usage, maintain their records and
prepare and mail their bills. Regulated by the Missouri Public Service Commission.

ENERGY CMARGE: This charge represants what MGE charges per unit of gas (cef} delivered 10 you,
and the charge will fluctuate according to usage. This charge is designed to allow MGE io recover
remaining costs not covered by the Cusiomer Charge, including the company’s piping system, wages,
trucks, equipment, supplies, and cther expenses. Regulated by the Missouri Pubiic Service Commission.

PGACOG: The PRAICDE (Purchased Gas Adiustment/Cost Of Gas) reflects the wholesale cost of gas
paid by MGE to its many suppliers in the natural gas commaodity market. MGE operales under & gas
commeadity pricing mecharism that limits PGA/COG changes 1o only twe times a year — approximaiely
April 1 and November 1, with a third optional change if certain conditions aré met. Also, if the PGA/COG
rate changes during the billing period, the'charge witl be provated based upon the number of days each
rate was in efiact during the billing pariod. If that occurs, the charge for each rale will be shown on two
separate lines on each bill.

; ,
FRANCHISE FEE: The Franchisé Fee js a tax levied by local municipalities which MGE collects and
then passas on io those respective ciies. This Fee varles from city to oity and usually s a percentage
based upon a customet's tolal gas bill.

CCF: Naiural gas is sold acoording to the volume of gas used. CCF, the abbreviation for 100 cubic feet,
is the unit of measuremaent used by Missouri Gas Energy.

PRESSURE ADJUSTIMENT: For most cusiomers, the Pressure Adjustrent dees not apply 1o their
accolnt, However, In some cases, cusiomers receive natural gas service through a regular meter at a
pressure higher than our base delivery pressure. When this occurs, the meter reading does not reflect
actual usage and the Prassure Adjustment must be used to determing actual usage. This Prassure
Adiustment is a factor by which the metered usage is multiplied to determine actual usage. Meters
pperating at a normal pressure will have a Pressure Adjustment of 1.0. The Pressure Adjustment for
meters operating at pressure higher than normal will be greater than 1.0, such as 1.1, 1.2, or more.

ISHS: This bill may include an infrastructure System Replacemant Surcharge {(ISRS), which is designed
to recover the cost of government mandated infrastruciure system replacements not cutrently Included
in MGF’s ratas, The ISRS, as authorized by Missourt law, is subject to review by the Missouri Fublic
Service Commission and may change periodicaily. Taxes applicabie to the ISRS are shown on the bill as
“Taxes on {SR%”

{fyou have questfans regading vour bill, payment, meter reading, lacation of pay stations, or ciher account-relaled options, please
call the phone numbar shown on the front of this bill. (To ensure quality customer sarvice, telephona calls are monitered and may
be recorded.)

METER READING CODES

E-Compiter Estimated Consumplion—No volume reading dvailable

L-Estimated Consumption—Manual correction 1o volume reading

W-Window reading provided by customer

P—Teloghone reading provided by customer

Those codes indicats the source of themetar reading used in the calculation of your bill, If other than 2 standard meter reading.

PAYNIENT OPTIONS
Mal In Envelope provided for your convenience
Auio-Pay Bank draft via verbal avtharization by customer

Bank Plan Automatic bank withdrawa? on a monthly basis .
Pay Stations  Various pay agents tiroughout the oity whe accept MGE bill payments
On fine nltp:/Aavew. missourigasenergy.com L
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QUESTIONS? CALL: FOR 5ERVICE LOCATED AT:
(816)-756~5252 s
P,0, BOX 219255

KANSAS CITY, MO 64114-6026
KANSAS CITY, MO 64121-9255

H
00001 1 P 0.370 07
HNMEARXIRASNGLP 64114
STATEMENT-DATE ~ -~ o . . i :
RN . e e = e MO B84174-6024
DEPOSIT:NONE
ACCOUNT MNBR: . ..
. SV¥C.. ... .. SERYICE PERIOD .. MER HETER READINGS _PRESSURE  ENERGY USE  PEA/COG PGA/COE -
TW . “ “'FS%UP‘T‘_ ST Ti_)‘ . DAYS PREUIG!{S - PRESENT ADJUSTHENRT geey RATE CHAREE .
“BAS- -01-20-04 02-18-04 29 00A52  DDE77 25.00 .564046  13.51
GAS  TOTAL 29 25.00 13.81
UUSNG CUSTOMER . ERERGY . - PEAJCOE  FRANCHMISE  SALES GEUNTY cITY clRRENT i
A T¥P | CHARGE CHARGE CHARGE FEE - =~ TaX TAX Taxk CHARGE "
-GAS 16,13 Z.86 ' ©13.51 1.69 .00 00 . 0g 28.19 \
ISRS .51 ? p®
TAXES ON TSRS .03
L -PREUIQHS‘BALANEE,--_ 30.01
PAYMENTS RECEIVED %% THANK YOU , 30.01CR _
BALANCE FORWARD ‘ .00
TOTAL CURRENT CHARGES DUE BY MAR 16, 2004 28.73

| ZF You SMELL NATURAL GAS, LEAVE THE PREMISES AND CALL US
FROM A NEIGHBOR'S PHONE. WE WILL CHECK IT OUT, DAY OR NIGHT.

PERI(ID 'BA\;S _— : _7 - eeF CEF/DAY BY MAR 16, 2004 & 28.73
. CURRENT. 29, ‘ o e 862
CLAST YEAR 29 30 1.836 WITH LATE CHARGE & 25.18

21 7 09070 / 07
. i ACCOUNT NER:
S e | 6060137868

‘STATEMENT DATE: FEB 23, 2004

KANSAS CITY, MO 64116-602% BY MAR 16, 2004

iﬁﬂIL—PAYHEﬂT TO:

MISSOUR| GAS ENERGY
PO BOX 219255
KANSAS CITY, MC 64121-8255

s 28.73

WITH LATE CHARGE

= 29.18

Appeniix |




