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MISSOURI GAS ENERGY
A Division of Southern Union Company
Twelve Months Ending December 31, 2005
Revenue Deficiency

Line Required Earnings Net Revenue
No. Description Ref. Return Deficiency Deficiency
(a) (b) (c) (d) (e)
1 Rate Base 8 $581,203,364
2  Rate of Return 8.936%
3  Required Return $51,936,333 $51,936,333
4  Adjusted Test Year Net Operating income A-1 26,384,489
5  Earnings Deficiency $25,551,844 $25,551,844
Multiply by Income Tax Gross-up Factor 1.630072
Net Revenue Deficiency $41,651,345

Schedule A



MISSOURI GAS ENERGY
A Division of Southern Union Company

Twelve Months Ending December 31, 2005

Summary of Net Operating Income
Per Books and Adjusted

Line Per As
No. Description Books Adjustments Adjusted
(a) (b) () (d}
REVENUES
1 Operating Base Revenues $664,347,447 ($509,204,317) $155,143,131
Other Utility Revenues 5,398,837 (540,572) 4,858,264
Total Operating Revenues $669,746,284 (5509,744,880) $160,001,395
OPERATING EXPENSES
4  Distribution Expense $493,795,707 ($468,584,369) $25,211,338
5  Customer Accounts Expense 19,628,264 2,897,170 22,525,434
6§ Customer Service and Information Expense 706,600 100,300 806,800
7  Sales Expense 99,913 {445) 956,468
8  Administrative and General Expense 26,732,865 11,767,442 38,500,307
9 Total Operating and Maintenance Expenses $540,963,349 ($453,819,902) $87,143,447
10 Depreciation & Amortization Expense $26,415,703 $6,733,287 $33,148,990
1% Interest on Customer Deposits 147,252 26,143 173,395
12 Taxes Other Than Income 1,958 585 7,161,980 9,120,565
13 Total Operating Expenses $569,484,889 ($439,898,492) $129,586,397
14  Operating Income Befare Income Tax $100,261,395 ($69,846,398) $30,414,998
15 Less: Income Tax Expense 31,177,884 (27,147,375) 4,030,509
16 Net Operating Income $69,083,511 ($42,609,021) $26,384,489

Schedule A-1



MISSOURI GAS ENERGY
A Division of Southern Union Company
Twelve Months Ending December 31, 2005

Income Tax
Line Pear As
No. Description Reference Books Adiusted
{a) (b) {c) {d}

1 Total Operating Revenues A-1 $560,746,264 $160,001,395
2 Total Oparating Expenses A-1 (569,484,889) (129,586,397)
3 Net Operating Income A-1 $100,261,395 $30,414,968
4 Equity Portion of SLRP Deferrals 51,474,210 $0
5 Less: Interest on Long Term Debt (21,074.636) (18,887,584}
[ Total Tax Adjusiments ($19,600,426}) ($19,087 584)
7 Mei Taxable Income $80,660,969 $10,427.414
8 income Tax $31,177,884 $4,030,509

Schedufe A-2
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MISSOURI GAS ENERGY
A Division of Southern Union Company

Twelve Months Ending December 31, 2005

SLRP Deferrals and Deferred Taxes

Line Gross Accumulated
No. Description Deferral Amortization Amount
{a) () (c) (d)
SLRP Deferrals
1 Order GO-92-185 (Deferred Balance @ 5/31/98) $5,776,280 4,329,798 $1,446,482
2 Order GO-94-234 (Deferred Balance @ 5/31/98) 12,399,117 9,258,746 3,140,371
3 Order GO-97-301 (Deferred Balance @ 5/31/98) 3,060,876 2,244 642 816,234
4 Order GR-98-140 9,182,136 4,055,444 5,126,692
5  Order GR-2001-282 1,629,639 203,705 1,425,934
6 Total SLRF Deferrals $32,048,048 $20,092,336 $11,855,712
7  Annual Amortization $3,204,805
SILRP Deferred Taxes
7  Order GO-92-185 0
8  Order GO-94-234 (1,213,848)
9  Order GO-87-301 (315,499)
10 Order GR-98-140 (1,981,820)
11 Order GR-2001-292 551,166)
12 Total SLRP Deferred Taxes ($4,082,133)

Schedule B-1



MISSOURI GAS ENERGY

A Division of Southern Union Company
Thirteen Months Ending December 31, 2005

Customer Deposits

Commercial &

SCHEDULE B-2

Line Residential industrial Total
No. Month Amount Armount Amount
(@) (b) (©) (d)

1 Dec-04 (1,207,285) (2,518,903) ($3,726,188)
2 Jan-05 (1,040,125) (2,760,738) (3,800,863)
3 Feb-05 (1,115,310) (2,764,091) (3,879,401)
4 Mar-05 (1,120,654) (2,850,383) (3,971,037)
5 Apr-05 (1,093,681) (2,890,779) (3,984,460)
5 May-05 (1,087,546) (2,873,247) (3,960,793)
7 Jun-05 (1,055,160) (2,878,076) (3,933,236)
8 Jul-05 (1,018,450) (2,884,576) (3,903,026)
9 Aug-05 (999,410) (2,936,562) (3,935,972)
10 Sep-05 (993,141) (2,954,086) (3,947,227)
11 Oct-05 (1,000,891} (2,995,802) (3,996,693)
12 Nov-05 (981,674) (3,050,293) (4,031,967)
13 Dec-05 (996,557) (3,077,940) (4,074,497)
14 13 Month Total ($13,709,884) ($37,435,476) ($51,145,360)
15 13 Month Average ($1,054,606) ($2,879,652) ($3,934,258)

Schedule B-2



MISSOURI GAS ENERGY

A Division of Southern Union Company
Thirteen Months Ending December 31, 2005

Customer Advances

Line
No. Month Amount
(a) (b)

1 Dec-04 (13,203,533)
2 Jan-05 (13,147,117)
3 Feb-05 (13,099,199)
4 Mar-05 (13,128,669)
5 Apr-05 (13,272,970)
6 May-05 (13,654,283)
7 Jun-05 (13,734,601)
8 Jut-05 (13,445,726)
9 Aug-05 (13,791,034)
10 Sep-05 (14,196,205)
11 Oct-05 (14,307,951)
12 Nov-05 (14,315,473)
13 Dec-05 (14,357,685)
14 13 Month Total ($177,654,445)
15 13 Month Average ($13,665,727)

Schedule B-3



MISSOURI GAS ENERGY
A Division of Southern Union Company
Twelve Months Ending December 31, 2005

Deferred Taxes (Other than SLRP)

Line
No. Description Amount
(a) (B)
1 Deferred Taxes, MGE Direct Plant as of 6/30/03 ($65,316,421)
2 Deferred Taxes, Corporate Plant (114,822)
3 Total Accumulated Deferred Income Taxes (Other than SLRP) ($65,431,243)

Schedule B-4
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MISSOURI GAS ENERGY
A Division of Sauthern Union Company

Twelve Months Ending December 31, 2065

Plant in Service

Retire Write-off
Inactive Infinium
Line Services Software Total
No. Description No. 1 No. 2 Adjustmenis
(a) {b) (d)
INTANGIBLE PLANT
1 (301) Organization
2 (302) Franchises
3 (303) Miscellaneous Intangible {(6,774,073) (6,774,073)
4 Total Intangible Plant 30 ($6,774,073) {$6,774,073)
DISTRIBUTION PLANT
5  (374.1)Land
6  (374.2) Land Rights
7 {375.1) Sfructures
8  (375.2) Leasehold Improvements
9  (376) Mains & Mains - Cast Iron
10 (378) Meas. & Reg. Station - General
11 (379) Meas. & Reg. Station - City Gate
12 (380) Services (4,769,966) (4,769,966)
13 (381) Meters
14 (382} Meter Installations
15  (383) House Regulafors
16 (385) Electronic Gas Metering
17 (387) Other Equipment
18 Total Distribution Plant ($4,769,866) 30 ($4,765,966)
GENERAL PLANT
19 (389) Land
20 {390.1) Structures
21 {390.2) Leasehold Improvements
22 (391) Furniture & Fixtures
23 (392) Transportation Equipment
24  (393) Stores Equipment '
25  (394) Tools
26 (395) Laboratory Equipment
27 (398) Power Operated Equipment
28  (397) Communication Equipment - AMR
29 (397) Communication Equipment
30  (388) Miscellaneous Equipment
31 Total General Plant $0 $0 $0
32 Total Original Cost Plant In Service ($4,769,966) ($6,774,073) ($11,544,038)

Schedule C
Page 2 of 2



MISSOURI GAS ENERGY
A Division of Southern Union Company
Twelve Months Ending December 31, 2005
Accumulated Reserves for Depreciation and Amortization

Line Test Year Profaorma Test Year
No. Description Direct Corporate Adjustments As Adiusted
{a) (b} (€) {d) (e)
1 intangible Plant Reserve ($22,261,775) 30 $6,774,073 ($15,487,702)
2 Distribution & General Plant Reserve (274,374,147} {203,215) 4,769,966 {269,807,397)
3 Total Accumulated Reserves ($296,635,922) ($203,215) $11,544,039 ($285,295,099)

Schedule D
Page 1 of 2



MISSOUR] GAS ENERGY

A Division of Southern Union Company
Twelve Months Ending December 31, 2005
Accumulated Reserves for Depreciation and Amorfization

Write-off
Adjustments to Deprec. Retire Inactive Infinium
Line Plantin Service Rates Services Software Total
No. Description No. 1 No, 2 Adjustments
(a) (b) (c) {d) (e} M
INTANGIBLE PLANT
(301) Crganization
(302} Franchises
(303) Miscellaneous Intangible ($6,774,073) $6,774,073 $6,774,073
Total Intangible Plant ($6,774,073) $6,774,073 $6,774,073
DISTRIBUTION PLANT
1 {374.1) Land 0.00%
2 {374.2) Land Righis Amort.
3 (375.1) Structures 2.50%
4 (375.2) Leasehold Improvements Amort.
5 (376} Mains & Mains - Cast Iron 2.27%
6 (378) Meas. & Reg. Station - General 2.86%
7 {379) Meas. & Reg. Station - City Gate 2.50%
8 (380) Services (4,769,968) 341% 4,769,966 4,769,066
9 {381) Meters 2.86%
10 (382) Meter Installations 2.B6%
11 (383) House Regulators 2.86%
12 (385) Electronic Gas Metering 3.33%
13 (387) Other Equipment 6.25%
14  Total Distribution Plant ($4,769,966) $4,769,966 $4,769,966
GENERAL PLANT
15 (389) Land 0.00%
16 (390.1) Structures 2.50%
17 (390.2) Leasehold Improvements Amort.
18 (391) Furniture & Fixtures 9.09%
19 ({392) Transportation Equipment 9.09%
20 (393) Stores Equipment 3.33%
21 (394) Tools 5.00%
22 (395) Laboratory Equipment 6.00%
23 (396) Power Operated Equipment 6.67%
24  (387) Communication Equipment - AMR 5.00%
25  (387) Communication Equipment 6.25%
26  (308) Miscellansous Equipment 5.00%
27  Total General Plant 50 50 $0
28  Total Adjustment {34 769,966) $4,769,066 $6,774,073  $11,544 03¢
Schedule D

Page 2 of 2



MISSOURI GAS ENERGY

A Division of Southern Union Company
Twelve Months Ending December 31, 2005

Working Capital

Line
No. Description Reference Amounts
(a) (b) (c)

1 Materials and Supplies Inventory E-1 $1,509,855
2 Prepayments - Thirteen Month Average E-2 326,480
3 Gas Inventory - Volumes and Price E-3 77,761,966
4 Cash Working Capital E-4 13,353,691
5 Prepaid Pension E-5 6,076,328
6 Total Working Capital $99,028,330

Schedule E



MISSOURI GAS ENERGY
A Division of Southern Union Company
Thirteen Months Ending December 31, 2005
Materials & Supplies

Line
No. Month Amount
(a) (b)

1 Dec-04 1,228,245
2 Jan-05 1,266,773
3 Feb-05 1,299,204
4 Mar-05 1,394,925
5 Apr-05 1,421,876
6 May-05 1,600,286
7 Jun-05 1,546,390
8 Jul-05 1,600,716
9 Aug-05 1,473,137
10 Sep-05 1,575,133
11 Oct-05 1,619,117
12 Nov-05 1,815,326
13 Dec-05 1,886,984
14 13 Month Total $19,628,112
15 13 Month Average $1,509,855

Schedule E-1



MISSOURI GAS ENERGY
A Division of Southern Union Company
Thirteen Months Ending December 31, 2005

Prepayments
Line
No. Month Amount
(a) (b)

1 Dec-04 807,829
2 Jan-05 622,520
3 Feb-05 513,790
4 Mar-05 458,917
5 Apr-05 331,884
6 May-05 228,356
7 Jun-05 114,990
8 Jul-05 136,748
9 Aug-05 144,005
10 Sep-05 3,176
11 Oct-05 103,697
12 Nov-05 128,562
13 Dec-05 649,898
14 13 Month Total $4,244,373
15

13 Month Average $326,490

Schedule E-2



MISSOURI GAS ENERGY
A Division of Southern Union Company
Thirteen Months Ending December 31, 2005

Gas Inventory

Line
No. Month Dollars
(a) (b)

1 Dec-04 76,021,988
2 Jan-05 48,920,581
3 Feb-05 36,543,542
4 Mar-05 29,283,348
5 Apr-05 45,991,471
6 May-05 656,311,447
7 Jun-05 82,091,045
8 Jul-05 93,052,291
9 Aug-05 101,336,153
10 Sep-05 106,543,327
11 Qct-05 117,284,371
12 Nov-05 114,847,089
13 Dec-05 92,678,911
14 13 Month Average $77,761,966

Schedule E-3
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MISSQURI GAS ENERGY

A Division of Southern Union Company

Prepaid Pension

Twelve Months Ending December 31, 2005

Line
No. Year Ended Balance
{a) (b)
1 Balance 4/30/04 $7,975,181
2 Monthly Amortiztion $94 943
Amotization since GR-
3 2004-0209 $1,898,853
4 Balance 12/31/05 $6,076,328

Schedule E-5



MISSOURI GAS ENERGY

A Division of Southern Union Company
Twelve Months Ending December 31, 2005

Based on Capital Structure at September 30, 2005

Summary of Cost of Capital
Weighted
Line Cost Composite
No. Description Ratio Rate Rate
(@) (c) (d) (e)
1 Long-Term Debt 44.09% 6.570% 2.897%
2  Short-Term Debt 9.91% 5.470% 0.542%
3 Common Equity 46.00%  11.950% 5.497%
4 Total 100.00% 8.936%

Schedule F



1698
1899
2000
2001
2002
2003
2004

Comparison of FERC Form 2 Information

Missouri Gas Energy

Expense Per Customer

MGE Laclede AmerenUE MoPub
$116.85 $166.35 $167.82 $185.21
$115.37 $162.00 $167.01 $180.30
$119.18 $164.89 $184.86 $212.23
$141.59 $188.43 $215.26 $224.42
$117.35 $193.29 $274.22 $252.15
$141.04 $212.95 $237.04 $204.56
$150.58 $216.96 $197.07 $214.26

Schedule G-1
Page 1 of 2
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COMPARISON OF MISSOURI LDCS
AVERAGE ANNUAL RESIDENTIAL BILL
(EXCLUDING PGA AND TAXES)

Normal

Usage {(Ccf MGE Laclede Ameren Mo Pub
January 180.90 $35.87 $39.13 $61.81 $59.01
February 174.50 35.02 39.13 59.98 57.28
March 137.10 30.09 39.13 49,31 47.02
April 92.70 2423 39.13 36.65 34.87
May 50.80 18.71 21.87 2469 23.40
June 22.10 14.92 16.29 16.51 15.55
July 19.20 14.54 15.73 15.68 14.76
August 16.60 14.20 15,22 14,94 14.04
September 18.30 14.42 15.55 15.42 14 .51
October 268.70 15.53 17.18 17.82 16.81
November 47.20 18.23 31.70 23.87 22.42
December 116.50 27.37 39.13 43.44 41.39
Average Annual Residential
Bill 902.60 $263.15 $329.23 $379.91 $361.04
Tariff Effective Date 1/29/2008 10/1/2005 2/15/2004 7/1/2004

Source; AGA Rate Service
Missouri Public Service Commission
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FYE 1996
FYE 1697
FYE 1998
FYE 1999
FYE 2000
FYE 2001
FYE 2002
FYE 2003
FYE 2004
CYE 2005

Total

MISSOURI GAS ENERGY

COMPARISON OF ACTUAL UNCOLLECTIBLES
AND UNCOLLECTIBLES INCLUDED IN RATES

Actual Rate Case

Uncollectibles Allowance Difference

$ 3,906,455 $ 3,409,662 $  (496,793)
9,442,692 3,409,662 (6,033,030)
4,460,856 3,400,662 (1,060,194)
2,584,998 4,325,000 1,740,002
1,696,606 4,325,000 2,628,394
12,653,784 4,325,000 (8,328,781
3,211,390 4,323,292 1,111,902
6,602,056 4,323,292 (2,278,764)
8,537,318 4,323,292 (4,214,026)
7,108,777 7,042 000 (66,777)

$ 60,213,929 $ 43,215,862 $ (16,998,067)

Cumulative difference between
actual and rate case allowance

Average difference between
actual and rate case allowance

per year

$ (16,998,067)

$ (1,699,807
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MISSOURI GAS ENERGY
A Division of Southern Union Company
Twelve Months Ending December 31, 2006

Distribution of Revenue and Expense Adjustments by Account No.

Line Main Test Year Total Test Year
No. Acct. Description Per Book Adjustments As Adjusted
(a} (b (e} {d} {e)
OPERATING REVENUE
1 480  Residential $461,309,543 ($352,919,028) $108,390,515
2 4811 Commercial 183,202,124 (148,587,640} 34,604,485
3 481.2  Industrial 9,633,497 {8,084,078) 1,549,418
4 483  Sales for Resale 0 {108,623) {108,623)
5 487 Late Payment Charges 487,008 (540,572) (53,566)
5] 488  Miscellaneous Service Revenue 4,412 846 0 4,412 846
7 489  Transport 10,202,282 505,052 10,707,334
8 483  Rent From Froperty 0 0 0
g 495  Qther Gas Revenue 498 984 o 498,084
10 Total Operating Revenue $669,746 284 ($509,744,889) $160,001,395
QOPERATING & MAINTENANCE EXPENSE
Operation Expense
11 805  Other Gas Purchases $469,859,289 ($469,85%,289) %0
12 807 Purchased Gas Expense 0 0 g
13 859  OQther Joint Expense 1] Q 0
14 870 Operation, Supervision and Engineering 590,699 15,296 605,995
15 871 Distribution and Load Dispatching 8,756 164 8,820
16 872 Compressor Station Labor and Expense o] C o
17 874 Mains and Service Expensas 3,024,786 35,323 3,060,109
18 875 Distributing Regulating Station Expenses 682,700 47,809 730,599
19 876 Measuring and Regulating - Station Expenses 7,566 (215) 7,381
20 877 Measuring and Regulating - Station Expenses 4,798 378 5176
21 878 Meter and House Regulator Expenses 4,291,777 294,352 4,586,129
22 879  Customer Installation Expenses 2,742,603 189,933 2,942,538
23 880  Other Expenses 1,702,382 46,352 1,748,734
24 881 Renis 08,433 0 96,433
25 Total Operation Expense $483,011,789 ($469,219,807) $13,791,982
Maintenance Expense
26 885 Maintenance Supervision and Engineering $1,075,603 $36,505 $1,115,108
27 886 Maintenance of Structures and Improvements 53,255 3,150 56,405
28 887  Mainienance of Mains 7,669,448 460,914 8,030,362
29 889  Maint. of Measuring and Reg. Stat Equip - General 292,800 16,328 300,128
30 800 Maint. of Measuring and Regulating Equipment 269,103 13,823 282,828
31 891  Maint. of Measuring and Regulating Equipment 14,725 996 15,721
32 892 Maintenance of Services 749,099 54 654 803,753
33 883 Maintenance of Meters and House Reguiators 535,602 38,031 673,633
34 894  Maintenance of Other Equipment 124,283 8,037 132,320
35 Total Maintenance Expenses $10,783,918 $635,438 $11,419,358
36 Total Distribution Expense $493,795,707 ($468,584,369) $25,211,338
Customer Accounts Expense
37 901 Supervision $397,100 514,231 $411,340
38 902  Meter Reading Expense 771,014 51,306 822,320
39 903 Customer Records and Collection Expense 11,293,811 1,058,524 12,352,335
40 a04  Uncollectible Accounts 7108777 1,772,614 8,881,391
41 905  Miscellaneous Customer Accounts Expense 57,653 495 58,048
42 Total Customer Accounts Expenses $19,628 264 52 887,170 $22,525, 434
Customer Service and Informational Expense
43 907  Supervision 50 50 30
44 ap8  Customer Assistance 644,078 100,300 744,378
45 909  !nformational and Instructional Advertising Exp. 58,879 o] 58,979
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MISSOURI GAS ENERGY

A Division of Southern Union Company
Twelve Months Ending December 31, 2005

Distribution of Revenue and Expense Adjustments by Account No,

Line Main Test Year Total Tast Year
No. Acct. Description Per Book Adjustments As Adjusted
(a) (b (e} (d} (e
45 910  Miscellaneous Customer Accounts Expense 3,543 0 3,543
47 Total Cust. Service and Information Exp. $706,600 $100,300 $506,800
Sales and Advertising Expense
48 911 Supervision 30 30 $0
49 912 Demonstrating and Seliing Expenses 96,757 (445) 96,312
50 913 Advertising Expenses 0 0 o]
51 g16 Miscellaneous Sales Expenses 3,156 Q 3,156
57 Total Sales and Advertising Expenses $90.813 ($445) $99,468
Administrative and General Expense
53 g0 Administrative and General Salaries $6,048,155 $8,869 $6,058,024
54 921 Office Supplies and Expenses 2,562,258 226,512 2,788,770
55 922  Administrative Expensas Transferred (431,962) 0 (431,962)
55 923  Qutside Services Employed 1,733,396 3,890,774 5624170
57 924  Properly Insurance 72,921 0 72,821
58 925  injuries and Damages 3,368,391 (819,725} 2,548,666
59 926 Employee Pensions and Benefits 8,838,850 8,672,882 17,511,732
50 927  Franchise Requirements o] 0 0
51 928  Regulatory Commission Expense 2,264,882 (187,841) 2,077,029
62 930 Miscellanaous General Expenses 155,511 o} 165,511
83 931 Rents $25,286 (23,977) 801,309
64 932 Maintenance of General Plant 1,194,187 (51) 1,194,146
65 Total Administration and General Expense $26,732,865 $11,767,442 $38,500,307
66 Total O & M Expense $540,963,349 ($453,819,802) $87,143,447
67 403 Depreciation 23,435,869 1,482,305 24,918,174
688 404, 405 Amortization 2,979,834 5,250,982 8,230,816
69 431 Interest on Customer Deposits 147,252 26,143 173,395
70 408  Payroll Taxes 1,888,435 297,804 2,188,239
71 408  Property Taxes (169,925) 6,857,457 6,687,532
72 408 Gross Receipts Tax 0 v 0
73 408  Other Taxes 240,075 B,71% 246,794
74 408 Taxes Other Than Income %1,058 585 $7,161,980 $9,120,565
75 TOTAL EXPENSES $569,484,889 ($439,898,482) $129,586,397
78 OPERATING INCOME BEFORE INCOME TAX $100,261,3895 ($69,846,396) $30,414,898
77 409,410 Income Taxes $31,177,884 ($27,147,375) $4,030,508
78 NET OPERATING INCOME $62,083,511 ($42,699,021) $26,384,482
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MISSOURI GAS ENERGY
A Division of Southern Union Company
Twelve Months Ending December 31, 2005
Remove Purchase Gas Costs and Gross Receipts Tax

Line
No. Description Amount
(a) (b)
1 Purchase Gas Costs {(Acct. 803) ($469,859,289)
2 Total Adjustment ($469,859,289)

Schedule H-3



MISSOURI GAS ENERGY
A Division of Southermn Union Company
Twelve Months Ending December 31, 2005
Payroll Adjustment

Proforma Payroll
Line Payroll Expense Per Adjustment to
No. Main Acct. Expense Book Test Year
(a) (b} (c) (d)
1 870 $569,558 $557,179 $12,379
2 871 $8,900 8,747 153
3 872 30 0 0
4 874 $475,718 448,424 27,294
5 875 $490,233 455,550 34,683
6 876 $4,801 5171 (370)
7 877 $3,492 3,206 286
8 878 $3,314,902 3,090,513 224,389
9 879 $2,290,500 2,126,825 163,675
10 880 $1,131,482 1,096,638 34,844
11 885 $1,103,100 1,065,663 37,437
12 886 $33,605 31,181 2,424
13 887 $4,940,140 4,598,993 341,147
14 889 $206,444 196,238 10,206
15 890 $181,875 173,251 8,624
16 891 $9,601 8,503 1,098
17 892 $494,878 459,294 35,584
18 893 $488,190 462,504 25,686
19 894 $24,891 23,851 1,040
20 901 $410,839 397,109 13,730
21 902 $616,998 576,660 40,338
22 903 $6,258,391 5,586,152 672,239
23 905 $0 185 (185)
24 908 $144,202 144,078 124
25 911 $0 0 0
26 912 $91,600 92,161 (561)
27 920 $5,173,958 5,171,404 2,554
28 921 $2,525 2,970 (445)
29 923 $0 87 (87)
30 925 $809 944 (135)
31 932 $0 87 (87)
32 Total 528,471,632 $26,783,568 $1,688,064

Schedule H-4



MISSOURI GAS ENERGY
A Division of Southern Union Company
Twelve Months Ending December 31, 2005
Employee Benefits

Line
No. Description Amount Amount
(a) (b) {c)

1 Pensicn $8,300,000

2 Retirement Power 477,166

3 Life & AD&D Insurance 138,523

4 l.ong Term Disability Insurance 180,623

5 Medical / Dental Benefit 6,682,206

6 FAS 106 - Accrual 1,641,953

7 FAS 106 - Amortization of 2,664,792

8 401K 1,105,108

9 Supplemental Retirement 75,000

10 Other Benefits 0

11 Total Proforma Benefits $21,265,451

12 Payroll Expense Ratio 0.769907
16,372,420

Add amortization of prepaid pensions (amortized over a

13 6 year period) 1,139,312

14 Proforma Benefits Expense $17.511,732

15 Less Test Year Benefits Expense ($8,838,850)

16 Adjustment to Test Year Expense - Acct. 926 $8,672,882

Schedule H-5



MISSOURI GAS ENERGY
A Division of Southern Union Company
Twelve Months Ending December 31, 2005

Payroll Taxes

Line
No. Description Amount
(a) (b)

1 Total Proforma Payroll Taxes $2,836,140
2 Payroll Taxes on Incentive Compensation Adjustment 3,475
5 Total Proforma Payroll Taxes $2,839,615
6  Payroll Expense Ratio 0.769907
7 Proforma Payroll Tax Expense W
8  Less Test Year Payroll Tax Expense (1,888,435)
9  Adjustment to Test Year Expense - Acct. 4081 $297,804

Schedule H-6
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MISSOURI GAS ENERGY

A Division of Southern Union Company
Twelve Months Ending December 31, 2003

Corporate Ailocation

Line
No. Description Amount
(a) (b)

1 Proforma Joint and Common Costs $5,117,460
2 Expense Capital Ratio 69.5621%
3 Proforma Joint and Common Expense $3,559,811
4  Less Test Year Expense Recorded on MGE's Books 0
5  Adjustment to Test Year - Acct. 923 $3,559,811

Schedule H-8



MISSOURI GAS ENERGY

A Division of Southern Union Company
Twelve Months Ending December 31, 2005

Uncollectible Expense

Line
No. Description Amount Amount
(a) (b) (c)
1 YE Ended December 31, 2004 Charge Offs $9,054,004
2 YE Ended December 31, 2005 Charge Offs 8,708,778
3 Two Year Average $8,881,391
4  Less Test Year Uncollectible Expense (7,108,777}
5 Adjustment to Test Year - Acct. 904 $1772.614
Schedule H-9
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FORM NO. 13
P.S.C. MO. No. 1
Canceling P.8.C. MO. No. 1

Missouri Gas Energy,
a Division of Southern Union Company

Name of Issuing Corporatlon

ixth Revised ...
Fifth Revised

'SHEET No. _17{ Deleted: Fith B
SHEET No. _17[ pejeted: Fourh ]

For: All Missouri Service Areas

Communlty, Town or City

PURCHASED GAS COST ADJUSTMENT

PGA

The Deferred Purchased Gas Cost Account shall be adjusted for those revenues
received by the Company for the release of pipeline transmission capacity to another
party other than those revenues which are retained by the Company as described in

Section 1X of this schedule.

The deferred purchase gas cost account shall be adjusted for unrecovered gas
billings. Gas-related costs caicuiated and billed to customers under this Purchased Gas

PP

Cost Adiustment, which have been recorded as uncollectible during the preceding

compuiation year and which remain unpaid. shall adjust the cumulative total under/over

recovered cost used to calculate the ACA factor,

{a) Definitions:

i Unrecovered Gas Billings: the portion of Company's uncotlectible +

acoounts that is attributable to charges calculated under this

Purchased Gas Cost Adjustment.

ii. Ratebased Gas Uncoliectibles; the Company's expenses

attributable to charges under this Purchased Gas Cost Adjustment

clause which are included in the Account 904 balance filed in

Company's most recent rate case.

(b) Annual Unrecovered Gas Billings that are greater than the Ratebased Gas+

Uncollectables shall be additive to the ACA,

(c) To the extent Annual Unrecovered Gas Billings arg less than the Ratebased |-
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FORM NO, 13
P.S.C.MO. No. 1 Original

Canceling P.5.C. MO. No. 1 ¥ ... SHEETNo.,

Missouri Gas Energy,

a Division of Southern Union Company For: All Missouri Setvice Areas
Name of 1ssuing Corporation . Community, Town or City

SHEET No, ,17.{ Deleted: Fifth Revised

[ Deleted: _

[ Deleted: Fourth Revised

| Deleted; 17

AL A S

PURCHASED GAS COST ADJUSTMENT
PGA

For each month during the ACA period and for each month thereafter interest, at a
simple rate equal to the prime bank lending rate (as published in the Wall Street Journal
on the first business day of the following month), minus two (2) percentage peints (but
not less than zere) shall be credited to customers for any over-recovery of gas costs or
credited to the Company for any under-recovery of gas costs. Interest shall be computed
based upon the average of the accumulated beginning and ending monthly ACA account
balances. The Company shail maintain detailed work-papers that provide the interest
calculation on a monthly basis.

Initially, monthly interest shall be credited as described above based upon the average of
the ending balance determined from the monthly ACA balance ending September 30,
2004 and the monthly ACA balance ending August 31, 2004.

For each iwelve month billing period ended June 30, the differences of the cost of gas
and the cost recovery comparisons as described herein, including any balance for the
previous year shall be accumulated to produce a cumulative balance of over-recovered
or under-recovered costs. An "Actual Cost Adjustment" {(ACA) shall be computed by
dividing the cumulative balance of under-recoveries or over-recoveries by the annual
sales volumes set out in Section VI of this Schedule.

This adjustment shall be rounded to the nearest $0.00001 per Ccf and applied to the
billings of each applicable sales and transportation rate classification, commencing in
November of each year, and shall remain in effect until superseded by subsequent ACA
factors calculated according to this provision. The Company shall file any revised ACA
on Sheet No. 24.3 in the same manner as all other Purchased Gas Cost Adjustments.

The current methodology for tracking and recovering gas supply costs, the application of
interest on ACA balances and the treatment of natural gas fransmission pipeline refunds
shall be subject to regulatory review between April 1, 20056 and June 30, 2008.
Thereafter, the current methodology may either continue in its present form or be revised
to a former or new methodology by Order of the Commission.  If the treatment of gas
cost recovery, interest determination and handling of refunds described herein is revised
by the Commission on or after July 1, 2006, the Company shall continue to perform
calculations reflective of the PGA provisions employed during the above review period
through the end of its then current ACA period.

| DATE OF ISSUE: May J_. 2008, DATE EFFECTIVE: _June 1. 2008,

month day year month day year

ISSUED BY: Michael R. Noack Director, Pricing and Reguiatory Affairs

Missouri Gas Energy, Kansas City, Missouri 64111
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MISSOURI GAS ENERGY

A Division of Southern Union Company

Twelve Months Ending December 31, 2005

Regulatory Commission Expense

Line
No. Description Amount Amount
(a) (b) (e
1 Estimate of current rate case expense $200,000
2 Cost of GR-2004-0209 Appeal $285,243
3 Remaining balance of GR-2004-0209 $223,456
4  Total Rate Case Balance 1,408,699
5  Annual Amortization (3 years) $469,566
Normalized level of expense for

6 depreciation study $6,878
7 Proforma NARUC Assessment - fiscal 7/1/04-6/30/05 6,198
8  Other Regulatory Commissioh Expenses 219,927
9  Proforma MPSC Assessment - fiscal 7/1/05-6/30/06 1,374,452
10 Total Proforma Regulatory Commission Expense $2,077,021
11 Less Test Year Regulatory Commission Expense (2,264,862)
12 Adjustment to Test Year - Acct. 928 ($187,841)

Schedule H-10



MISSOURI GAS ENERGY
A Division of Southern Union Company
Twelve Months Ending December 31, 2005
Interest on Customer Deposits

Line Commercial
No. Description Reference Residential & Industrial Amount
(a) {b) (c) (d) (e}

1 Customer Deposits B-2 $1,054,606 $2, 879,652 $3,934,258
2 Interest Rate 8.25% 3.00% 4.41%
3 Proforma Interest on Custormer Deposits $87,005 $86,390 $173,395
4 Less Test Year Interest on Customer Deposits (147,252)
5  Adjustment to Test Year - Acct. 431 326,143

Schedule H-11



MISSOQURI GAS ENERGY
A Division of Southern Union Company
Twelve Months Ending Decamber 31, 2005
Depreciation Expense

Profarma Less Depr. Proforma
Line Current Depreciation Annualized Proposed Total Capitalized To Pepreciation
No. Descrigtion Amount Rate Depreciation Rate Depreciation Clearing Accts. Expanse
(a) b) © {d} te) U} G} hy
INTANGIBLE PLANT
1 (301) Organization $15,800 0.00% $0 0.00% $0 50 50
2 {302) Franchises 32,006 0.00% 0 0.00% ] o] 0
3 {303) Miscellaneous intangible 27 564,993 (see adj. H-13) ¥} {sae ad]. H-13} 0 0 ]
4 Total Intangible Plant $27.812 688 0 50 50 30
DISTRIBUTION PLANT
5 (374.1) Land $223,517 0.00% 30 0.00% 50 50 30
6  {374.2) Land Rights 1,608,103 2.09% 33,609 2.00% 32,162 o 32,162
7 {375.1) Struclures 5,556,273 1.65% 91,679 2.50% 138,907 0 138,907
8 {375.2) Leasehold Improvements 8] {ses adj. H-13) 0 {sea adj, H-13) o] 0 0
g (376) Mains & Mains - Cast Iron 331,433,389 2.27% 7,523 630 2.27% 7,523,538 V] 7,523,538
10 (378) Meas. & Reg. Station - General 11,579,565 2.B6% 331,178 2.B6% 331,176 0 331,176
11 {379) Meas, & Reg. Station - City Gale 3,034,106 2.13% 64,628 2.50% 75,855 0 75,855
12 (380) Services 289,806,474 2.70% 7,827,475 3.41% 9,885,811 0 9,885 811
13 (381) Melers 20,425,241 2.86% 870,162 2.86% 870,182 ] 870,162
14 (382) Meter Installations 67,025,981 2.88% 1,916,943 2.86% 1,916,943 0 1,916,943
15  (383) House Regulators 11,295,323 2.44% 275,606 2.88% 323,046 ] 323,048
18 (385) Electronic Gas Melering 382,437 3.33% 12,069 3.33% 12,069 ] 12,069
17 (387) Other Equipment 1] 4.60% 0 6.25% 0 4] 0
18 Total Distribution Plant $752 450,499 $16,946,885 $21 109,869 0 $21,109,6639
GENERAL PLANT - DIREGT
18 (389} Land $773,8080 0.00% 30 0.00% jo $0 50
20 {380.1) Structures 616,877 2.00% 12,338 2.50% 15,422 [ 15,422
21 {390.2) Leasehold Impr. 1,545,551 {saa adj, H-13) 0 {sea adj, H-13) 0 0 ]
22 (391) Furniture & Fixtures 7,069,311 8.06% 568,980 9.09% 641,691 o 641,691
23 (392) Transportation Equipment 5,036,276 8.70% 438,156 9.09% 457,797 (457 767) V]
24  (393) Stores Equipment 513,584 2.70% 13,867 3.33% 17,102 0 17,102
25 {394) Tools 5,070,604 5.30% 268,737 5.00% 253,525 Q 253,525
26 {39%) Lahoratory Equipment 0 8.00% 0 £.00% 0 0 o]
27 (398) Power Operated Equipmant 243,807 8.33% 20,300 5.67% 16,262 (16,262) 0
28 (387.1) Communication Equipment - AMR 35,718,650 5.00% 1,785,033 5.00% 1,785,933 a 1,785,933
29 {357.0) Communication Equipment - Other 3,288,403 6.25% 205,525 8.25% 205,525 ] 205,525
30 (398) Miscellansous Equipment 423,657 3.85% 16,311 5.00% 24,183 0 21,183
31 Total Direct General Plant $60,290,500 $3330,156 $3.414,440 (3474,059) $2,840 361
GENERAL PLANT - CORPORATE
32 (390) Structures 50 30 30 30 30
33 {290} Leaseheld Impr. 2,036,684 Note 59,660 Maote 59,660 ¢ 58,660
34 {391} Fumiture & Fixtures 209,405 " 33,905 " 33,905 [} 33,905
35 (392} Transportatlon Equipment 8.004 " 3,520 “ 3,520 0 3,520
36 (387) Communication Equipment 0 o 0 o] 8]
a7 (398) Miscellaneous Equipment 4] 4] 0 g o]
as Total Corporate General Plart $2,254,093 $97.085 $97.085 30 $87.085
39 Total Proforma Plant & Oepreciation $842,807 781 $22,374 126 $24,621,194 ($474,059) §24,147 135
40 Less Depreciation Charged to Clearing A/Cs {456,485) (474,059}
41 Less Test Year Daprecialion Expense ($23.435,869) ($22,374,126) ($23,435,869)
42  Cosl of Removal/ Net Salvage $771,039 $771.039
43 Adjustment to Test Year - Accl. 403 $749,168} $1,773.009 $1,462,305
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MISSOURI GAS ENERGY

A Divisicn of Scuthern Unicn Company
Twelve Months Ending December 31, 20058

Amortization Expense

Monthly
Test Year Proforma
Line Original Amortization  Amortization
No. Description Cost Plant Expense Expense
(a) b) (c) (d)
MGE Direct Non-SLRP Amortization:
1 (375.2) Leasehold Improvements $0 $0 $0
2 (390.2) Leasehold Improvements 1,645,551 8,353 100,230
3 Sub Total $1,545,551 $8,353 $100,230
4 {303} Misc. intangible - Wark Force Automation (1000) $3,785,364 21,024 $252,287
5  {303) Misc. Intangible - Corrosion Controi Mgmt System {4000) 1,117,800 a 0
6 {303) Misc. Intangible - Landbase Digitized Mapping (4500) 1,701,543 16,886 202,634
7 (303) Misc. Intangible - Premise Data System {5000) 985,196 0 0
8 (303) Misc. Intangible - AMR Project - Programming (5500} 469,443 2,764 33,166
9  (303) Misc, Intangible - Facility Priority Index (6000) 894,795 Q o
10 (303) Misc. Intangible - Geographic Information System (6500) 1,006,719 7,125 85,500
11 (303) Misc. Intangible - Customer Service System {(7000) 3,786,000 20,921 251,048
12 (303) Misc. Intangible - C8S Enhancements (7100) 7,588,221 63,235 758,822
13 (303} Misc. intangible - Mainframe Software (7200) 1,912,642 15,939 191,264
14 {303) Misc. Intangible - Website (7600) 485 944 4,051 48,615
15 {303) Misc. Intangible - Stoner Low Pressurefintermediate Model {80C0) 279,672 2,457 26,481
16 (303) Misc. Intangible - BASIC (8500) 294,516 3,005 36,083
17 (303) Misc. Intangible - TCS System (9000) 189,193 1,592 19,106
18  (203) Misc. Intangible - GEO Tax Software (9500) 79,294 661 7.929
1¢  (303) Misc. intangible ~ Oracle Software 2,415,660 20,117 241,409
20 (303) MiSC Intangible - Power Plant Software 187,288 1,561 18,729
21 (303) Misc. Intangible - Virtuai Hold Call Center 191,000 1,592 19,103
22 (303) MiSC Intangible - Witness Software (9600) 184,706 1,623 19,474
23 Sub Total - Acct. 303 $27,564,094 $184,552 $2,214,830
Amortization of Infinium Software: Amort. Pericd
24  Unamontized balance of repiaced software $1,564,460 3 $521,487
SLRP Amortization:
25 SLRP Deferrals Subject to Amertization $32,048,048 10 $3,204,805
26 Pro-Forma Amortization Expense $6,041,152
27 Less Test Year Amortization Expense (2,979,834)
28 Adjustment to Test Year - Accts. 404 and 405 $3,061,318
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MISSOURI GAS ENERGY
A Division of Southern Union Company
Twelve Months Ending December 31, 2005
Transportation and Work Equipment Clearing

Line
No. Description Proforma Test Year  Adjustment Amount
(@) {b) () (d) (@)
1 Test Year Charges into TWE Clearing Account 18400210 $4,631,933
2 Less Test Year Amounts Cleared Qut of Account 18400210 (4,288,431
3 Test Year Amount Under/{(QOver) Cleared $342,502 $342,502
4  Plus/Minus Adjustments to Test Year Amounts Charged into Acct. 18400210:
Proferma Test Year  Adjustment
5  Depreciation $474,059 $458 465 $15,594 15,594
6  Total Adjusted Amount Under/(Over} Cleared $358,096
Spread Under/(Over) Clearing to Main Accounts based on Test Year Clearing:
Main Acct. Amount Percentage Amount
7 870 $26 621 0.006206 $2,222
8 871 0 0.000000 0
g 872 0 0.00000C 0]
10 874 63,520 0.014808 5,303
11 875 109,881 0.025616 9,173
12 876 1,088 0.000254 91
13 877 530 0.000124 44
14 878 716,486 0.167033 59,814
15 879 389,145 0.090720 32,486
16 880 85,202 0.019863 7,113
17 885 8,644 0.002015 722
18 886 6,520 0.001520 544
19 887 1,005,321 0.234368 83,926
20 889 40,034 0.009333 3,342
21 890 31,481 0.007339 2628
22 891 2,301 0.000536 192
23 892 91,428 0.021314 7,632
24 893 60,938 0.014206 5,087
25 894 3,913 0.0008612 327
26 902 114,111 0.026602 9,526
27 03 381,973 0.089048 31,888
28 905 8127 0.001885 679
29 921 59,282 0.013820 4,945
30 Total Adjustment to Test Year Expense $3,206,548 0.747532| $267,688 |
31 Balance Sheet Accounts 1,082,854 0.252466 90,407
32 Total Test Year Clearing 54,289,501 0.90098  $358,095

Schedule H-14



MISSOURI GAS ENERGY
A Division of Southern Union Company
Twelve Months Ending December 31, 2005
Stores Clearing

Line
No. Description Proforma Test Year  Adjustment Amount
(a) (b) (c) (d} {e)

1 Test Year Charges into Stores Account 1630 $2,043,068

2 Less Test Year Amounts Cleared Cut of Account 1630 (1,483,099)

3 Test Year Amount Under/(Cver) Cleared $559,965 $559,969

Spread Under/(Over) Clearing to Main Accounts hased on Test Year Clearing:
Main Acct. Amount Percentage Amount

4 874 $5,677 0.00383 $2,145
5 875 9,117 0.00615 3,445
6 876 155 0.00010 58
7 877 116 0.00008 44
8 878 16,153 0.01090C 6,103
9 879 2,586 0.00175 977
10 880 7,978 0.00538 3,014
11 885 0 0.00000 0
12 886 374 0.00025 141
13 887 78,902 0.05324 20,812
14 889 6,692 0.00452 2,528
15 890 6,217 0.00420 2,349
16 891 (811 -0.00055 (308)
17 802 28,674 0.01935 10,834
18 893 17,632 0.01120 6,662
19 894 17,572 0.01186 6,640
20 902 1,825 0.00123 689
21 903 151 0.00010 57
22 905 1 0.00000 i
23 912 11 0.00001% 4
24 921 2,815 0.00190 1,083
25 923 123 0.00008 46
26 925 1,635 0.00110 618
27 932 96 0.00007 36
28 Total Adjustment to Test Year Expense 203,689 0.1 3744| 76,960 |
29 Balance Sheet Accounts 1,278,358 0.86256 483,008
30 Total Test Year Ciearing 1,482,047 1.00000 $559,968
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MISSOURI GAS ENERGY
A Division of Southern Union Company
Twelve Months Ending December 31, 2005
Missouri State Franchise Tax

Line
No. Description Amount
(a) (b)
1 Proforma State Franchise Tax & City Tax Expense $246,719
2 Less Test Year State Franchise Tax Expense (240,000}
3 Adjustment to Test Year - Acct, 4081 $6,719

Schedule H-16



MISSOURI GAS ENERGY
A Division of Southern Union Company
Twelve Months Ending December 31, 2005
Property Tax Expense

Line
No. Description Reference Amount
(a) (b} (c)
Proforma Total Plant in Service excluding

1 Corporate Allocated Plant C $840,353,688
2 Less Intangible Plant C (27,612,689)
3 Proforma Plant, excluding Intangible Plant $812,740,999
4 Property tax rate 0.79595%
5 Proforma Property Tax Expense $6,469,010
6 Oklahoma Property Tax 218,521
7 Less Test Year Property Tax Expense (169,925)
8 Adjustment to Test Year - Acct. 4081 $6,857,457

Schedule H-17



MISSOURI GAS ENERGY

A Division of Southern Union Company
Twelve Months Ending December 31, 2005

Lease Ex Postage Increase
Line
No. Description Amount
(a) (b)
1 Average Postage cost per item
2 2005 $ 0.280
3 2008- with postage increase $ 0.291
4 Increase in postage cost per item 3 0.011
5 2005 total items mailed 8,694,146
$ 95,636

& Total increase

Schedule H-18



MISSOURI GAS ENERGY
A Division of Southern Union Company
Twelve Months Ending December 31, 2005
Office L.ease Expense

Line
No. Description Amount
(@) (b)

1 Proforma Broadway rent - Rent $516,814
2 Proforma Broadway Taxes 195,160
3 Less: Proforma rent from subleases (316,148)
4 Total proforma rent expense - Acct. 931 395,829
5 Actual rent expense -~ Acct. 931 419,806
6 Adjustment to Acct. 931 ($23.977)
7 Net proforma Broadway building utility costs $193,919
8 Less: Actual Broadway building utility costs 124,496
9 Adjustment to Test Year - Acct. 921.00014 $69,423
7 Net proforma Broadway supplies expense $36,321
8 Actual Broadway supplies expense 23,318
9 Adjustment to Test Year - Acct. 921.00017 $13,003
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MISSCURI GAS ENERGY

A Division of Southern Union Company
Twelve Months Ending December 31, 2005
Incentive Compensation and Bonuses

Work
Line Incentive Holiday Performance
Nao. Description Compensation Bonuses Bonuses Total
(a) (b) (c) (d) (e)

1 2003 Incentive and Bonus Payments $302 657 $43,660 $88,151 $434 488
2 2004 Incentive and Bonus Payments 436,021 46,120 122,952 605,093
3 2005 Incentive and Bonus Payments 347,272 45 645 59,000 451,917
4 Total $361,983 $45,142 $90,034 497,189
5 Test Year Incentive and Bonus Payments (451,817}
6 Adjustment 45,242
7  Expense Ratio 0.769907
8 Amount Charged to Expense $34,832

Schedule H-20
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MISSOURI GAS ENERGY
A Division of Southern Union Company
Twelve Months Ending December 31, 2005
Customer Collection Costs

Line
No. Description Total
(a) {b)
Scheduled number of collectors for
1 2006 15
2 Total number of hours to be worked
(15 collectors for 28 weeks at 40
3 hours per week) 16,800
4 Rate per hour $28.00
5 Pro forma cost of collectors $470,400
8 Actual cost of collectors $219,334
7 Adjustment $251,066
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MISSOURI GAS ENERGY
A Division of Southern Union Company
Twelve Months Ending December 31, 2005
Non-recurring / Non-Utility Activity

Line
No. Description Total
(a) (b}
Remove non-recurring / non-utility activity
1+ from account 923 ($169,083)
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MISSOURI GAS ENERGY
A Division of Southern Union Company
Tweive Months Ending December 31, 2003
Weatherization

Line
No. Description Amount
(a) {b)
1 Increase Weatherization to $600,000 $100,000

Schedule H-24



MISSOURI GAS ENERGY
A Division of Scuthern Union Company
Tweive Months Ending December 31, 2005
Environmental Response Fund

Line
No. Description Armount
(a) (b)
4 Environmental Response Fund $500,000

Schedule H-25
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Environmental Response Fund:

An Environmental Response Fund shall be established to create a mechanism to fund the recovery of
“Environmental Response Costs” as defined below.

(a) Definition of ‘Environmental Response Costs”. “Envirenmental Response Costs” are all the
reasonabie and prudently incurred costs asscciated with evaluation, remedial and clean-up obligations
of Missouri Gas Energy arising out of utility-related ownership and/or operation of manufactured gas
plants and sites associated with the operation and disposal activities from such gas plants. in addition
to the actual remedial and clean-up costs, “Environmental Response Costs” also include costs of
acquiring property associated with the clean up of such sites as well as litigation costs, claims,
judgments, expenditures made in efforts fo obtain insurance reimbursements, and
settlements—including the costs of obtaining such settlements—associated with such sites. The
Company will use best efforts to satisfy its obligation to minimize the Envircnmental Response Costs
charged to the fund consistent with applicable reguiatory requirements and sound environmental
policies and to minimize litigation costs that may arise.

Fifty percent (50%) of any applicable insurance proceeds andfor contributions obtained from Westar
Energy (the successor of Western Resources, Inc.) and/or contributions obtained from potentially
responsible parties, net of costs associated with obtaining such proceeds andfor contributions, shall be
credited to the fund. The fund shall also be given credit for the accrued liability in the amount of
$3,000,000 recorded on Southern Union Company's books following the acquisition of the Missouri
property (which was to become Missouri Gas Energy) from Western Resources, Inc.

(b Funding. The fund shall be maintained in an interest bearing trust account and shall be credited at
the annual target amount of approximately $500,000 (the current amount reflected in rates for such
costs), The actual amount of the credit shall be based on the actual billed revenues produced by the
discrete rate element included in the basic service charge or delivery charge of all customer classes.
Any cash expenditures shall be charged fo the fund as long as the costs that are incurred or previously
deferred are Environmental Response Costs, as defined above.

(c) Annual Reports, Missouri Gas Energy shall file an annual report with the Commission (and serve
the Parties with copies) on a Highly Confidential basis providing a summary and accounting of all costs
incurred during such year which have been applied to the fund. A separate account shall be
maintained on the Company's books for accruals and expenditures for environmental response costs.
Each of the Parties retain their right to review and challenge any costs that they believe do not fail
within the definition of “Environmental Response Costs”, as defined in subparagraph (a) above.

(d) Reservation of Rights. In the Company's next general rate case to establish rates after the
approval of this Agreement, all parties reserve their rights to take any position they deem appropriate
regarding (i) the level of funding to be permitted in rates on a prospective basis to recover costs
charged to the fund as of the date of such case, andfor (i) whether the fund should continue as
designed for the recovery of prospective costs.
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