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Q.
WOULD YOU PLEASE STATE YOUR NAME AND BUSINESS ADDRESS?

A. 
My name is Michael R. Noack and my business address is 3420 Broadway, Kansas City, Missouri 64111.

Q.
ARE YOU THE SAME MICHAEL R. NOACK WHO FILED DIRECT TESTIMONY IN THIS PROCEEDING ON NOVEMBER 4, 2003?

A.
Yes.

Q.
WHAT IS THE PURPOSE OF THIS TESTIMONY?

A.
In its Order Establishing Procedural Schedule issued on December 9, 2003, the Commission required MGE to update its revenue requirement to reflect the test year updated for changes through December 31, 2003.  The purpose of this testimony is to present the revenue requirement prepared by MGE on the basis of the twelve-month period ending June 30, 2003 updated through December 31, 2003.

Q.
MR. NOACK, PLEASE DESCRIBE THE REVENUE DEFICIENCY SCHEDULES THAT ARE APPENDED TO THIS TESTIMONY.

A.
The revenue deficiency schedules attached to this testimony update the revenue deficiency schedules attached to my original filed November 4, 2003.  The revenue deficiency summary attached to this testimony is based on the twelve-month period ending June 30, 2003 rolled forward to the twelve months ending December 31, 2003.  

Q.
Besides ROLLING FORWARD THE test period TO DECEMBER 31, ARE there any other changes in this updated filing?

A.
Only two.  The schedules correspond to the same schedules filed with my initial direct testimony.  One small change was made that eliminated the averaging of the last three years of regulatory commission expenses.  Because of rate case costs included in this account, it is more accurate to simply take the test year expense, eliminate those costs included in the account and use the remaining balance as the proper test year level.


A second change is to add an additional $750,000 to uncollectible expenses to recognize an estimated increase in the level of uncollectible expense due to the provisions of the denial of service rule changes that are expected to be implemented as a result of Case No. AX-2003-0574 prior to the 2004-2005 heating season.  As a result of these changes, MGE will incur an additional amount of bad debt write-offs from not being able to collect past-due amounts from some customers MGE was previously able to collect from.

Q. DOES MGE CONTINUE TO BELIEVE THAT A TRUE-UP AUDIT IS NECESSARY AND APPROPRIATE?

A. As stated on page 4 of my direct testimony, MGE continues to believe that a true-up audit is necessary and appropriate in this proceeding. Using such a mechanism to recognize known and measurable changes in the level of plant, salaries and employees, capital structure and deferred taxes to mention a few is the best way to mitigate regulatory lag in this proceeding.  As examples, MGE expects to make approximately $8 million in plant additions in the first four months of 2004 and a union wage increase is scheduled to take effect pursuant to contract on May 1, 2004.  Without a true-up, by the time rates go into effect (early October based on the operation of law date) MGE will already be experiencing a shortfall from the authorized rate of return simply by not having the plant increases and expense increases since December 2003 included in rates.

Q.
DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

A.
Yes.

MISSOURI GAS ENERGY

A division of Southern Union Company

REVENUE DEFICIENCY SUMMARY 

BASED ON UPDATED TEST YEAR 

Twelve Months Ended December 31, 2003


