BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the Matter of Missouri Gas Energy’s )
Tariffs to Implement a General Rate ) Case No. GR-2004-0209
Increase for Natural Gas Service )

MGE’S RESPONSE TO STAFF’S FILING REGARDING TEST YEAR

Comes now Missouri Gas Energy, a division of Southern Union Company
("MGE"), by counsel, and for its Response to Staff's Filing Regarding Test Year
respectfully states as follows to the Missouri Public Service Commission
(“Commission”):

1. MGE understands and agrees with the Staff that the test year for this
case, as ordered by the Commission on December 9, 2003, is “ . . . the twelve-month
period ending June 30, 2003, updated for known and measurable changes through
December 31, 2003." Further, MGE understands that it was directed by the
Commission to update its case, said update to be accomplished by January 30, 2004.

2. As a result of discussions with Staff representatives, both during the early
prehearing conference held on December 8, 2003 and in the days prior to the
submission of its updated case on January 30, 2004, MGE was under the impression
that Staff understood the manner in which MGE intended to update its case and that
this update was consistent with the Staff’'s interpretation of the Commission’s directive.
On January 30, 2004, when MGE filed its updated case based on the June 30, 2003
test year updated for known and measurable changes through December 31, 2003, all

changes to all accounts through December 31, 2003, were known and measurable.



Therefore, MGE updated all accounts. This approach permitted audit and maintained
an appropriate relationship of investment, expenses and revenues. MGE believes the
update of the June test year for all known and measurable changes through December
to be consistent with the Commission’s December 9, 2003 Order Regarding Test Year
and, based on conversations with representatives of the Staff prior to submitting its
updated case, MGE also believed it to be consistent with the Staff's interpretation of the
Commission directive in this case. MGE does not agree that it has attempted “to
unilaterally change the test year” as alleged by Staff.

3. In any event, rather than engaging in an unproductive argument
concerning the meaning of the Commission’s test-year Order, MGE believes that the
Staff's concerns regarding its January 30, 2004, update can be resolved through the
submission of the document entitled Schedule of Adjustments to Reflect Known and
Measurable Changes Occurring From June 30, 2003 to December 31, 2003, attached
hereto as Appendix 1. Appendix 1, which corresponds to pages 3 through 8 of Schedule
H of MGE witness Noack’s Updated Test Year Direct Testimony, quantifies the amount
of each adjustment, beginning with per books numbers as of June 30, 2003, so as to
produce the revenue requirement supported by MGE's updated case as filed on
January 30, 2004, and permit reconciliation with the Staff's revenue requirement

presentation.

o



Respectfully submitted,

Robert J. Hack MO #36496
Vice President — Pricing and Regulatory
Affairs and Assistant Secretary

Missouri Gas Energy

3420 Broadway

Kansas City, Missouri 64111
(816)360-5755

Fax: (816)360-5536
rhack@mgemail.com

R S R
) .
James C. Swearengen - MBE#21510

RYDON, SWEARENGEN & ENGLAND P.C.
312 E. Capitol Avenue
P. O. Box 456
Jefferson City, MO 65102
(573) 635-7166
(573) 634-7431 facsimile
Lrackers@brydonlaw.com

ATTORNEYS FOR MISSOURI GAS ENERGY
CERTIFICATE OF SERVICE

The undersigned certifies that a true and correct copy of the foregoing document
was hand-delivered, mailed by U.S. mail or electronically transmitted on this -4 20 day
of April, 2004, to all parties of record.
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