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CASE NO. GR-2001-388
Q. Please state your name and business address.

A. James M. Russo, P. O. Box 360, Jefferson City, Missouri 65102.

Q. Are you the same James M. Russo who filed Direct Testimony in Case No. GR-2001-0388?

A. Yes I am. 

Q. What is the purpose of your Rebuttal Testimony?

A. The purpose of my Rebuttal Testimony is to rebut portions of the Direct Testimony of Scott F. Klemm of Southern Missouri Gas Company, L.P. (SMG or Company).

Q. Mr. Klemm discusses in detail, four different options reviewed by SMG after the Company’s industrial customers informed SMG that they were considering switching to an alternative source of energy.  Does Mr. Klemm refer to SMG discussing the four different options considered by SMG with Staff at any time?

A. No he does not.

Q. To the best of your knowledge, did SMG discuss with Staff the implementation of the Company’s Internal Customer Class prior to its implementation?

A. No.  I am not aware of any discussions occurring between SMG and the Staff concerning the implementation of SMG’s Internal Customer Class prior to its implementation.

Q. You stated in your Direct Testimony that you made an examination and study of the SMG tariff currently on file with the Commission.

A. Yes, that is a correct statement.

Q. You also stated that SMG is not currently following the Transportation Service section of their tariff.  In addition, did you find anything else in the tariff that would allow the new Internal Customer Class created by SMG?

A. No, I did not.  Please refer to Schedule 1 for a copy of the current SMG tariff that is on file with the Commission, which I reviewed.

Q. Was SMG successful in keeping the Company’s industrial customers after the Company placed them on SMG’s unauthorized Internal Customer Class?

A. No.  SMG was not successful in keeping the Company’s industrial customers.  Mr. Klemm states in his Direct Testimony on page 3, line 22, thru page 4, line 2, “In fact, one of the industrial customers subsequently (in October, 2001) did substantially reduce its throughput by switching much of their production load to an alternative energy source.”

Q. Was Staff able to review any of the special contracts that SMG previously negotiated with the industrial customers?

A. Yes.  Staff received copies of four current contracts in response to Staff Data Request Number 4.  Please see Schedule 2 for copies of these highly confidential documents.

Q. How are these contracts different from third party marketing contracts?

A. They are different for several reasons.  A third party marketer sells gas to the large volume industrial (LVS) customer who then pays to have it transported on a pipeline, including the local distribution company’s (LDC) pipeline to the large volume industrial customers business.  In this case, SMG sells the LVS customer the gas and transports the gas for the LVS customer to the LVS customer’s place of business.  In addition, a third party marketer would keep track of all of its expenditures as they relate to third party marketing.  It is my understanding that SMG is not segregating these costs, nor allocating a percentage of expenses to a third party marketing function.  In fact, SMG does not have a marketing affiliate.  The contracts identified in Schedule 2 were signed by SMG.  SMG was represented as a regulated LDC, and not a marketing affiliate in the contracts.

Q. Would SMG be in compliance with State Statute and Commission Rules and Regulations if SMG were a third party marketer?

A. No.  Currently SMG is not certificated as an energy seller in the State of Missouri.  Furthermore, if SMG were a certificated energy seller in the State of Missouri, SMG would be required to fulfill the statutory conditions pursuant to section 393.299 RSMo.  SMG is subject to the affiliate transaction rules, and must maintain separate records between any affiliate and the regulated entity.

Q. Does this conclude your Rebuttal Testimony?

A. Yes, it does.
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