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1 

DIRECT TESTIMONY 1 

OF 2 

WILBON L. COOPER 3 

CASE NO. GR-2007-0003 4 

I. INTRODUCTION 5 

Q. Please state your name and business address. 6 

A. My name is Wilbon L. Cooper.  My business address is One Ameren Plaza, 7 

1901 Chouteau Avenue, St. Louis, Missouri 63103. 8 

Q. By whom and in what capacity are you employed? 9 

A. I am employed by Ameren Services Company as the Manager of the Rate 10 

Engineering and Analysis Department.  In this capacity, I provide rate engineering services 11 

to Union Electric Company d/b/a AmerenUE, (“Company” or “AmerenUE”). 12 

 Q. What is your educational background, work experience and duties of 13 

your position? 14 

A. I earned a Bachelor of Science degree in Electrical Engineering (BSEE) from 15 

the University of Missouri-Rolla. 16 

 I was employed as an Assistant Engineer in the Rate Engineering Department 17 

of Union Electric Company in June 1980.  My work included assignments relating to the 18 

general analyses and administration of various aspects of Union Electric Company’s electric, 19 

gas, and steam rates.  In October 1989, I was appointed Supervising Engineer – Rate 20 

Analysis in the Rate Engineering Department of Corporate Planning at Ameren Services 21 

Company.  In the latter position I was responsible for meeting the analytical requirements of 22 

the Company's retail gas and electric rates and wholesale electric rates, including load 23 
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research and various cost of service and rate design studies, as assigned.  I was appointed to 1 

my present position of Manager of Rate Engineering and Analysis in March 2003. 2 

I currently have responsibility for the general policies and practices associated 3 

with the day-to-day administration and design of Union Electric Company’s electric and gas 4 

rate tariffs, riders and rules and regulations tariffs on file with the Missouri Public Service 5 

Commission and the Illinois Commerce Commission, and in the participation in various 6 

proceedings before these regulatory agencies.  In addition, Rate Engineering and Analysis is 7 

responsible for conducting class cost of service and rate design studies, and participation in 8 

other projects of a general corporate nature, as requested by the Director – Regulatory Policy 9 

and Planning. 10 

 I have previously submitted testimony before the regulatory commissions of 11 

Missouri, Illinois, and Iowa.  12 

II. PURPOSE AND SUMMARY OF TESTIMONY 13 

Q. What was your responsibility in the preparation of this case, and what is 14 

the extent and purpose of this testimony? 15 

A. My responsibility includes the overall coordination and preparation of a) the 16 

weather normalized test year sales and revenues along with other miscellaneous test year 17 

billing adjustments (which are addressed in more detail in the direct testimony of Company 18 

witness James R. Pozzo), b) the development of a fully allocated class cost of service study 19 

(addressed more fully in the direct testimony of Company witness William M. Warwick), 20 

and c) the design and development of the proposed individual customer class rates and 21 

associated tariffs.  My testimony will specifically address only the rate design and certain 22 
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other tariff changes being proposed in this case.  I have summarized my testimony and the 1 

testimony of Mssrs. Pozzo and Warwick in Attachment A attached hereto. 2 

 Q. Have you prepared or have there been prepared under your direction 3 

and supervision a series of schedules for presentation to the Commission in this 4 

proceeding? 5 

 A. Yes.  In addition to Attachment A which is an Executive Summary of my 6 

testimony and the testimony of Mssrs. Pozzo and Warwick, I am sponsoring 7 

Schedules WLC-G1 through WLC-G4.  8 

 Q. Please identify Schedule WLC-G1. 9 

 A. Schedule WLC-G1 consists of eighty-two (82) tariff sheets which reflect the 10 

revised rates and miscellaneous tariff revisions being proposed by the Company for approval 11 

by the Commission in this proceeding.  Such tariffs would provide an increase in the 12 

Company’s net Missouri jurisdictional normalized test year revenue of approximately 13 

$10.8 million, or 18.3%, over the annualized test year (12 months ending June 30, 2006) 14 

revenue realized from the tariffs which were effective at the time of filing. 15 

 Q. Please identify Schedule WLC-G2. 16 

 A. Schedule WLC-G2 shows the distribution of the proposed net revenue 17 

increase to the Company’s various proposed customer service classifications, resulting from 18 

the proposed tariffs in Schedule WLC-G1, excluding gross receipts taxes levied on customer 19 

billings by the various municipalities within the Company’s service area.  This schedule 20 

provides data for the combined non-Rolla service area of the Company, the Rolla service 21 

area, and, also, on a total gas system basis. 22 
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 Q. Please identify Schedule WLC-G3. 1 

 A. Schedule WLC-G3 illustrates the effects of the proposed rates in 2 

Schedule WLC-G1 upon typical monthly bills of customers served under the Company’s 3 

present rate classifications delineated by non-Rolla service areas (“legacy”) and the Rolla 4 

service area. 5 

III. TARIFF STRUCTURE 6 

 Q. Please describe AmerenUE’s existing rate zones. 7 

 A. AmerenUE currently has four distinct Missouri gas service areas.  Each of 8 

these service areas is tied to the particular gas pipeline serving the particular area, and each 9 

of these service areas currently has a separate Purchased Gas Adjustment (“PGA”) tariff.  10 

These four areas are served by Texas Eastern Transmission Corporation (“TETCO”), Natural 11 

Gas Pipe Line Company of America (“NGPL”), and Panhandle Eastern Pine Line Company 12 

(“PEPL”) with separate PGAs applicable to the Company’s “original” PEPL service area vs. 13 

its Rolla System which receives gas supply indirectly from PEPL, but directly from Missouri 14 

Gas and Missouri Pipeline Company, intrastate pipelines connected to PEPL.  The Company 15 

has two sets of base or margin rates, one for the non-Rolla service areas and one for the Rolla 16 

service area. 17 

 Q. Please briefly discuss the history of the Company’s Rolla service 18 

territory. 19 

 A. Effective April 30, 2004, the Missouri Public Service Commission 20 

(“Commission”) approved a unanimous Stipulation and Agreement filed on March 30, 2004, 21 

(Case No. GM-2004-0244) that included the transfer of the Rolla System from Aquila, Inc. to 22 
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AmerenUE.  The Commission also authorized AmerenUE to file conformance tariffs, which 1 

included a continuation of Aquila’s base rate structure and associated rates. 2 

 Q. Please provide a brief summary of the Rolla rate structure and associated 3 

rates. 4 

 A. The Company’s legacy rates applicable to the Rolla System consist of: 5 

1) General Natural Gas Service with a Residential Service group and a General Service 6 

group, 2) Large Volume Firm Sales Service, 3) Large Volume Interruptible Sales Service, 4) 7 

Large Volume Transportation Service, 5) Flexible Rates For Transportation Customers, 6) 8 

Special Transportation Contract Rates and 7) Natural Gas Transportation Service.  The base 9 

rates for the General Natural Gas Service and the Natural Gas Transportation Service 10 

customers consist primarily of monthly customer charges and volumetric charges.  The base 11 

rates for the Large Volume Interruptible Sales Service, Large Volume Transportation 12 

Service, and the Flexible Rates For Transportation Customers consist primarily of monthly 13 

customer charges, volumetric charges and demand charges.  Lastly, the Special 14 

Transportation Contract Rate has no specific rate structure, as it allows the Company to enter 15 

into special transportation rate contracts with industrial or other large customers where it 16 

faces competition from alternate suppliers of natural gas. 17 

IV. RATE DESIGN 18 

 Q. Please define the term “rate design.” 19 

 A. The term “rate design” refers both to the process of establishing the individual 20 

and specific charges (e.g. monthly customer charges, cents per thousand cubic feet (Ccf) of 21 

gas, as well as to the actual structure of an individual class rate).  The rate design or structure 22 

of a given rate class may range in complexity from the simple structure of the monthly 23 
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customer charge and flat charge per Ccf, within the Company’s Residential Rate, to the more 1 

complex set of customer and blocked per Ccf charges for interruptible and assurance gas in 2 

the Company’s Interruptible Service Rate.  In all instances, however, the charges within each 3 

specific rate class are established such that the application of these individual charges to the 4 

total annual or test year customer class usage is designed to result in the collection of the 5 

annual revenue requirement of each of the Company’s rate classes. 6 

 Q. What were the Company’s principal objectives in the design and 7 

development of the proposed individual customer class rates reflecting the Company’s 8 

proposed full rate increase? 9 

 A. The Company’s principal objectives were a) to have total revenue from the 10 

proposed rates equal the annual test year revenue requirement of each proposed customer 11 

class; b) to have the design of each rate reflect the class cost of service study as nearly as 12 

practicable with due consideration to other general rate design principles, 3) to merge or 13 

combine the above-mentioned base rate structures of the Company’s Rolla System to be 14 

consistent with the Company’s existing base rate structure for the overwhelming majority 15 

(approximately 97%) of its natural gas customers, and 4) to combine or merge the four PGAs 16 

mentioned earlier into one PGA for the Company’s entire Missouri natural gas operations.   17 

 Q. Please explain the rationale supporting the Company’s proposal to merge 18 

or combine the above-mentioned base rates of the Company’s Rolla System to be 19 

consistent with the Company’s existing base rate structure for the remaining or 20 

overwhelming majority (approximately 97%) of its natural gas customers? 21 

 A. First, the rate classes and basic rate structures for the Rolla System customers 22 

are not materially different from the Company’s rate classes and structures that are applicable 23 
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to the remaining 97% of its customers.  Second, it is intuitive that natural gas consumption 1 

patterns for comparable customers in either group would be fairly homogeneous considering 2 

that all of the Company’s weather sensitive natural gas customers are subject to similar 3 

weather patterns due to their geographic locations.  It should be noted the Company’s 4 

existing base rates applicable to the three non-Rolla System incongruent pipeline service 5 

areas are the same despite geographical distance separation comparable to that of the Rolla 6 

System.  Considering the reasonable consistency between the non-Rolla System vs. Rolla 7 

System base rates, the application of the Company’s current non - Rolla System base rates 8 

across three incongruent pipeline or geographic service areas, similar load or usage patterns 9 

between comparable Rolla System and non-Rolla System customers, the Commission’s 10 

approval of the transfer or sale of the Rolla System by Aquila to AmerenUE without the 11 

necessity to maintain two sets of accounting books or records, and reasonable impacts of the 12 

Company’s proposed rate increase between non-Rolla System and Rolla System shown on 13 

Schedules WLC-G2 and G3, it is now appropriate to adopt the non-Rolla system base rate 14 

tariffs and proposed charges for application to customers of  the Rolla System.  As a result, 15 

the Company’s class cost of service study and rate design reflect the merging of Rolla system 16 

rate classes into the appropriate existing non-Rolla rate classes. 17 

 Q. Mr. Cooper, earlier you mentioned the Company’s goal to combine or 18 

merge its four PGAs into one PGA for the Company’s entire Missouri natural gas 19 

operations.  Please explain. 20 

 A. AmerenUE witness Scott A. Glaeser’s direct testimony explains the 21 

significant benefits of this combination or consolidation.  The coupling of one set of base 22 

rates along with a combined PGA promotes simplicity and ease of customer understanding, 23 
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promotes uniformity of tariff application and results in more efficient and effective 1 

administration of the Company’s retail natural gas rates in Missouri. 2 

 Q. What is the first step in determining each proposed customer class’ test 3 

year revenue requirement? 4 

 A. The costs of serving each proposed customer class were developed in a study 5 

sponsored by Mr. Warwick in his direct testimony in this case.  Such revenue requirements 6 

reflect Mr. Warwick’s adjustments of proposed class revenue requirements to produce equal 7 

class rates of return.  Schedule WLC-G4 (also Mr. Warwick’s Schedule WMW-G1) 8 

summarizes the results of the Company’s class cost of service study, indicating the rate of 9 

return on rate base currently being earned on the service being provided to each major retail 10 

customer class.  The basic starting point for this study was AmerenUE witness Gary S. 11 

Weiss’ test year jurisdictional cost of service study. 12 

 Q. What general conclusions can be drawn from the information in Schedule 13 

WLC-G4? 14 

 A. The Residential class is providing a below average rate of return at present 15 

rate levels, while the remaining classes are providing above average rates of return at present 16 

rate levels.  Overall, as is suggested by the filing of this case, the Company is earning an 17 

inadequate return on its rate base. 18 

 Q. Please identify Schedule WLC-G5. 19 

 A. Schedule WLC-G5 summarizes the class revenue requirements necessary to 20 

give the Company an opportunity, based upon test year figures, to achieve an equal rate of 21 

return from each of its proposed customer classes.  This information was developed from the 22 

cost of service data contained in Schedules WMW-G1 and WMW-G2 of Mr. Warwick’s 23 
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direct testimony and is based upon the Company’s proposed level of Missouri retail 1 

revenues.   2 

Q. Once the annual “cost-based” revenue requirements was developed by 3 

this process for all customer classes, would the design of specific rates for each 4 

customer class be the next and final step in the overall rate development process? 5 

 A. If one were to base class rates solely on class cost of service, the response 6 

would be yes.  However, the results of Mr. Warwick’s study produced the following base or 7 

margin rate revenue increases by customer class: 8 

Customer Class 
Cost of Service 

Based Rate Increase 

Residential 28% 

General Service 16% 

Interruptible Service 5% 

Standard Transportation -12% 

Large Volume Transportation -21% 

 9 

It should be reinforced that the above “increase” percentages do not reflect the true impact on 10 

a customer’s bill.  Typically, the base rate or margin component of a gas sales customer 11 

represents a third or less of the total bill.  The remaining component of the bill is gas supply 12 

or PGA costs which typically represent two-thirds or more of a sales customer’s bill.  As a 13 

result, the percentage increases above should be divided by three for a rough estimate of the 14 

impact on total customer bills. 15 
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Q. Is the Company proposing the use of cost-based class revenue 1 

requirements in this case? 2 

 A. No, considering the cost-based 28% increase to the residential class and the 3 

12% and 21% reductions to the Standard Transportation (“ST”) and Large Volume 4 

Transportation (“LVT”) classes, respectively, the Company is proposing to maintain existing 5 

revenue levels for the ST and LVT classes and to reduce the cost-based Residential class’ 6 

revenue requirement by the equivalent of the cost-based reductions to the ST and LVT 7 

classes.  The Company recognizes the importance of cost-based rates, however, other rate 8 

principles may be used to guide rate design.  These principles include, but are not limited to, 9 

rate impact and public acceptability.  Residential customers have been hit hard by increases 10 

in healthcare costs, housing costs, gasoline, and natural gas commodity prices.  Unlike some 11 

businesses, residential consumers have little to no opportunity to pass those increases on to 12 

others or, in many cases, to afford to invest in conservation or other energy sources.  Due 13 

consideration to cost of service, rate impact, and public acceptability rate principles provide 14 

support for the reasonableness of the Company’s proposal.  Under the Company’s proposal, 15 

ST and LVT classes would be no worse off than they are today, while residential customer 16 

will have their cost-based revenue requirement mitigated to some extent.  With regard to the 17 

General Service and Interruptible Service rate classes, the Company’s proposed rate design 18 

tracks the cost of service based revenue requirements. 19 

 Q. Please identify Schedule WLC-G6. 20 

 A. Schedule WLC-G6 summarizes the class revenue requirements necessary to 21 

give the Company an opportunity, based upon test year figures, to achieve its proposed rate 22 

of return while recognizing the Company’s proposal to maintain existing revenue levels for 23 
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the ST and LVT classes and to reduce the cost-based Residential class’ revenue requirement 1 

by the equivalent of the cost-based reductions to the ST and LVT classes.   2 

V. PRICING 3 

 Q. Mr. Cooper, how were the charges within the Residential Service Rate 4 

adjusted to recover the proposed class revenue requirements? 5 

 A. The residential class monthly Customer Charge was increased to $15.00, 6 

which moves closer to the full recovery of the approximately $18.30 in customer-related 7 

costs that was quantified in the direct testimony of Mr. Warwick.  The Company’s proposal 8 

represents an increase of $4.80 per month over its existing residential customer charge of 9 

$10.20.  The remainder of the residential class’s proposed revenue requirement will be 10 

recovered through the volumetric Delivery Charge.  11 

 Q. How were the charges within each non-residential rate schedule adjusted 12 

to recover each class’s proposed class revenue requirement? 13 

 A. The class Customer Charges were increased to levels which are closer to the 14 

full recovery of customer-related costs as quantified in the direct testimony of Mr. Warwick.  15 

The resulting class revenues provided by the proposed Customer Charges were subtracted 16 

from each class’s cost-based revenue requirement as adjusted, where applicable, to effectuate 17 

the mitigation of the cost-based increased for the Residential class.  The remaining revenue 18 

requirement for these classes was then recovered through the volumetric Delivery Charges 19 

while maintaining the existing rate design for application to all non-residential customers.  20 

This existing rate design for the non-Rolla System, non-residential class contains a uniform 21 

rate for the first 7,000 Ccf of monthly usage for all of the non-residential rate classes.  The 22 
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Company is proposing to maintain this design to minimize any concerns relating to rate 1 

migration or rate continuity. 2 

 Q. Do the proposed rates recover each class’ respective cost of service based 3 

revenue requirement? 4 

 A. The proposed rates for the General Service, and Interruptible Service classes 5 

recover each class’s respective cost of service based revenue requirement.  However, while 6 

the proposed rates for the Company’s Residential, Standard Volume Transportation, and 7 

Large Volume transportation rates recover the cost-based revenue requirement on a 8 

combined basis, the individual class revenues do not match the cost of service based revenue 9 

requirement due to the mitigation of the proposed residential cost-based increase mentioned 10 

earlier. 11 

VI. MISCELLANEOUS TARIFF REVISIONS 12 

 Q. What other changes is the Company proposing to its tariffs? 13 

 A. Mr. Glaser’s direct testimony addresses in detail the Company’s proposed 14 

tariff changes related to the consolidation of the Company’s four PGA’s into one, changes 15 

related to gas transportation provisions, and certain other minor tariff revisions.  I will 16 

address tariff changes related to interest rates on customer deposits, seasonal reconnection 17 

charges, charges for special facilities, charges for customer benefit projects, and certain 18 

miscellaneous charges. 19 

 Q. Please describe the tariff changes that are being proposed to modify the 20 

Company’s payment of interest on customer deposits. 21 

A. The Company is proposing to modify its tariffs in order to index the interest 22 

rate that it is currently paying on customer deposits.  The current interest rate in the 23 



Direct Testimony of 
Wilbon L. Cooper 
 

 13

Company’s tariff applicable to customer deposits is 9.5%, which is far in excess of current 1 

market rates for such interest-bearing investments as passbook savings accounts, certificates 2 

of deposit, money market funds, etc.  Additionally, the current language is inconsistent with 3 

similar tariff provisions on interest on customer deposits for the Company’s retail electric 4 

service in Missouri. 5 

 Q. What specific revision in this tariff is the Company proposing? 6 

 A. Rather than having the tariff contain a fixed interest rate which requires both 7 

Company and Commission action to make periodic updates, the Company is proposing that 8 

the rate of interest on deposits be calculated annually in November of each year, for use 9 

during the following calendar year.  Per the Stipulation and Agreement in Missouri Public 10 

Service Commission Case No. EC-2002-1 (the Company’s most recent electric rate case), 11 

“the rate of interest to be paid on customer deposits in each year should be one percentage 12 

point above the prime rate published in the Wall Street Journal as being in effect on the last 13 

business day of November of the prior year.”  The current rate for the year 2006 reflecting 14 

this provision is 8.00%.  The specific tariff language being proposed is attached hereto as 15 

page 5 of Schedule WLC-G1.  This language is virtually identical to that contained in the 16 

Company’s Schedule No. 5 Schedule of Rates for Electric Service provisions pertaining to 17 

interest on customer deposits. 18 

 Q. Please describe the tariff modification the Company is proposing to 19 

address seasonal disconnects of non-residential customers? 20 

 A. The Company has performed seasonal disconnects and subsequent reconnects 21 

within a twelve month period at the request of customers served under the Residential and 22 

General Service classifications.  Existing residential tariffs provide for the billing of a 23 
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Seasonal Use charge equal to the reconnection charge plus the residential customer charge 1 

for any remaining month(s) of the twelve month period.  The Company’s customer charges 2 

contemplate year round service and the billing of the remaining month(s) customer charges 3 

for months of discontinued service in these situations would effectively address this 4 

condition.  Therefore, the Company is proposing the addition of similar Seasonal Use tariff 5 

language for its General Service Rate Class to promote equity and consistency in the 6 

administration of billing for this activity between the Residential Class and the General 7 

Service Class.  The specific tariff language being proposed is contained on page 4 of 8 

Schedule WLC-G1 attached hereto.  9 

 Q. Please describe the tariff modification the Company is proposing to 10 

address the treatment of costs associated with special or non-standard facilities installed 11 

at the request of customers. 12 

 A. Occasionally, customers request certain special or non-standard gas 13 

distribution facility installations (e.g. loop feeds or non-standard gas delivery pressures).  14 

Currently, the Company’s tariffs do not address these types of installations and, as a result, 15 

such requests are not accommodated.  The Company would like to provide customer’s this 16 

option and therefore is proposing to add an “Excess Facilities Installation” tariff provision to 17 

address these requests.  This provision would, where the Company agrees to accommodate 18 

these requests, impose an upfront charge of 1.9 times the Company’s costs of installing these 19 

facilities.  Said charge or payment would cover the cost of the installation plus all ongoing 20 

operations, maintenance, and future replacement costs.  The specific tariff language being 21 

proposed is contained on page 73 of Schedule WLC-G1 attached hereto.  It should be noted 22 
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that similar tariff language addressing Special Facility Installations is contained in the 1 

Company’s Schedule 5 – Schedule of Rates for Electric Service.   2 

 Q. Please describe the tariff modification the Company is proposing to 3 

address “Customer Benefits Projects”. 4 

 A. From time to time, customers request “Customer Benefits Projects” (e.g. 5 

temporary service for construction sites, service calls, relocation of existing facilities, etc.) or 6 

work of this type.  Currently, the Company’s tariffs do not specifically address the 7 

performance of these types of activities by Company personnel and the Company would like 8 

to clearly state the rules and requirements governing these types of projects.  A tariff addition 9 

is being proposed that would essentially result in a “time and material” charge for the work 10 

done to accommodate these requests.  Unlike Special Facility installations, the completion of 11 

work of a Customer Benefit project nature does not result in any increased long term 12 

operations and maintenance costs and, therefore, does not require the 0.9 “adder” included in 13 

the Special Facilities charge.  The specific tariff language being proposed is contained on 14 

page 28 of Schedule WLC-G1 attached hereto.   15 

 Q. Please describe the tariff modifications the Company is proposing to its 16 

Miscellaneous Charges tariff. 17 

 A. First, the Company is proposing to update its Service Pipe Charges and 18 

Standard Reconnect Charges to reflect the current costs of performing these activities.  19 

Second, the Company is proposing to update its Service Relocation Charges to reflect its 20 

current average costs of performing this activity for residential relocations and to develop 21 

and assess similar charges for non-residential service relocations on an individual project or 22 

case-by-case basis.  While costs associated with each residential service relocation are 23 
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relatively similar, non-residential service relocation costs can vary significantly and the use 1 

of a standard or average approach for this type does not adequately assess the costs to the 2 

appropriate cost causer. In addition, the Company is proposing to separately state the charge 3 

for meter relocations.  The specific tariff changes being proposed are contained on page 19 of 4 

Schedule WLC-G1 attached hereto.   5 

Q. Does this conclude your direct testimony? 6 

A. Yes, it does. 7 
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* * * * * * * * * * 
  

 The purpose of my testimony, and that of my associates, Mr. James R. Pozzo and 

Mr. William M. Warwick, is to address the following areas of the case:  

 Sales/Revenues 
Class Cost of Service 

 Rate Design 
Miscellaneous Tariff Revisions 

Sales/Revenues  

Weather normalized sales, revenues and rate billing units, for the twelve month 

ending June 2006 test year, were developed by Mr. Pozzo and are provided in his 

Schedules for use in the subsequent design of final rates as a part of this case.   

Class Cost of Service 

Mr. William Warwick has performed a fully embedded class cost of service study 

that produced cost of service based revenue requirements at equal class rates of return for 

the test year ended June 2006.  Additionally, Mr. Warwick’s study further delineated the 

study classified the costs as customer related or demand related for the development of 

specific rates within the classes.  The class revenue requirements from this study result in 

the following base or margin rate percentage increases for the Company’s major 

customer classes: Residential 28%, General Service 16%, Interruptible Service 5%, 

Standard Transportation Service (-12%), Large Volume Transportation Service (-21%).  
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It should be reinforced that the above “increase” percentages do not reflect the true 

impact on a customer’s bill.  Typically, the base rate or margin component of a gas sales 

customer represents a third or less of the total bill.  The remaining component of the bill 

is gas supply or PGA which typically represents two-thirds or more of a sales customer’s 

bill.  As a result, the percentage increases above should be divided by three for a rough 

estimate of the total impact on customer bills. 

Rate Design  

While cost based rates are the starting point in developing class revenue targets 

and rate design, considering the cost based 28% increase to the residential class and the 

12% and 21% reductions to the Standard Transportation (“ST”) and Large Volume 

Transportation (“LVT”) classes, respectively, the Company is proposing to maintain 

existing revenue levels for the ST and LVT classes and to reduce the cost based 

Residential class’ revenue requirement by the equivalent of the cost based reductions to 

the ST and LVT classes.  The Company recognizes the importance of cost based rates, 

however, other rate principles may be used to guide rate design.  These principles 

include, but are not limited to, rate impact and public acceptability.  Residential 

customers have been hit hard by increases in healthcare costs, housing costs, gasoline, 

and natural gas commodity prices.  Unlike some businesses, residential consumers have 

little to no opportunity to pass those increases on to others or, in many cases, to afford to 

invest in conservation or other energy sources.  Due consideration to cost of service, rate 

impact, and public acceptability rate principles provide support for the reasonableness of 

the Company’s proposal.  Under the Company’s proposal, ST and LVT classes would be 

no “worse off” than they are today, while residential customers will have their cost based 

revenue requirement mitigated to some extent.  With regard to the General Service and 
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Interruptible Service rate classes, the Company’s proposed rate design tracks the cost of 

service based revenue requirements.  Additionally, currently the Company has two sets of 

base or margin rates, one for the non-Rolla service areas and one for the Rolla service 

area.  The Company is proposing to merge or combine the above-mentioned base rate 

structures of the Company’s Rolla System to be consistent with the Company’s existing 

base rate structure for the overwhelming majority (approximately 97%) of its natural gas 

customers. 

Miscellaneous Tariff Revisions  

The Company is proposing several miscellaneous tariff revisions that are 

primarily of a housekeeping nature.  These tariff language changes have been proposed to 

improve ease of customer understanding and administration.  Additionally, certain 

changes are being proposed to address service conditions of which there are very limited 

applications.   
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