GA-2007-0212

BEFORE THE PUBLIC SERVICE COMMISSION
-STATE OF MISSOURI

In the matter of the Application of )
Southern Missouri Gas Company, L.P. )
d/b/a Southern Missouri Natural Gas )
for a certificate of public convenience )
and necessity authorizing it to construct, )
install, own, operate, control, manage ‘ ) Case No.
and maintain a natural gas distribution )

system to provide gas service in )

‘Houston, Licking, and Mountain View, Missouri. )

APPLICATION

COMES NOW Southern Missouri Gas Company, L.P. d/b/a Southern Missouri Natural
Gas, ("SMNG" or "Applicant"), by and through its counsel, and for its Application pursuant to
~Section 393.170, RSMo 20_00,1 and 4 CSR 240-2.060(1) and 4 CSR 240-3.205 requests that the
Commission issue an order granting SMNG a certificate of convenience and necessity for a |
pipéline and natu;ral gas distribution system to provide natural gas and transportation services in
Houston, Licking, and Mountain View, Missouri. In support of this Application, SMNG
respectfully states as follows: |

1. " Southern Missouri Gas Company, L.P. d/b/a Southern Missour1 Natural Gaé, a
Missouri limited partnership, (“SMNG”) owns and operates a natural gas.transmission and
distribution system located in southern Missouri which serves approximately 7,500 résidential,
commercial and industrial customers. SMGC is a "gas corporation" and "publid I;tility'.' under

the jurisdiction of the Missouri Public Service Commission, puisuant to Chapters 386 and 393,

'All statutory references are to Revised Statutes of Missouri 2000, unless otherwise
indicated. ‘
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RSMo. 2000. The Company's street and mailing address is: 301 E. 17™ Street, Mountain Grove,

Missouri 65711. The Company's telephone number is: (417) 926-7533.

o2 All correspondence, pleadings, orders, and documents in this proceeding should

be addressed to:

James M. Fischer

Fischer & Dority, P.C.

101 Madison Street--Suite 400

Jefferson City, Missouri 65101

Telephone:  (573) 636-6758
 Email: jfischerpc@aol.com

Mike Lumby, General Manager '
Southern Missouri Gas Company, L.P.
301 E. 17" Street

Mountain Grove, Missouri 65711
Telephone:  (417) 926-7533

Email: mlumby@smng.biz

Randal T. Maffett, President & CEO
Sendero Asset Management, LLC
1001 Fannin--Suite 550

Houston, Texas 77022

Telephone:  (713) 655-0523
Email: rmaffett@sendero.biz

3. A copy of SMNG’s Certificate Of Good Standing In Missouri from the Missouri

Secretary of State is attached as Appendix A and is incorporated herein by reference.

4. In 1995, the Commission issued orders in Case No. GA-94-127 granting a

certificate of convenience and necessity to SMNG to construct and operate natural gas systems in
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several municipalities, including Houston, Licking and Mountain View, Mi3501ﬁ.2 SMNG
exercised Such authority and constructed its trunkline and distribution facilities as authorized by
the orders in Case No. GA-94-127. However, SMNG did not complete the trunkline and
distribution systems in Houston, Licking, and Mountain View. >

5. SMNG desires to complete the constructipﬁ of its distribution system to Houston,
Licking, and Mountain View. In order to commence construction in these areas, SMNG requests
that the Commission issue a certificate of convenience and necessity to construct and operate
natural gas systems in the Houston, Licking, and Mountain View, Missouri areas.

6. The maps, metes and bounds legal description of the Houston, Licking, and
Mountain View, Missouri service area were filed with in the record in Case No. GA-94-127 and
are incorporated herein by reference. An updated Feasibility Study is also being provided in
Appendix C. A list of ten persons residing in the Company’s service area was previously
provided in the record in Case No. GA-94-127 and are incorporated herein by reference.

7. Applicant has been new franchises for Houston and Licking, and is in the process
obtaining a new franchise for Mountain View, Missouri. The franchises are included in
Appendix D. (The Mountain View franchise will be late-filed upon receipt). No other

franchises or permits will be required from the counties, or other authorities in connection with

20n April 15, 1995, the Commission issued its Order Approving Tariffs And Authorizing The Commencement Of
Construction Of Gas Facilities which authorized the predecessor of SMNG, Tartan Energy Company, L.C., d/b/a
Southern Missouri Gas Company, L.C., to commence construction of its trunkline facilities and municipal
distribution facilities in several municipalities, including Houston and Licking, Missouri. Following a ratification
vote in Mountain View, Missouri, the Commission issued a similar Order Granting Certificate Of Convenience And
Necessity For Mountain View, Missouri, And Authorizing Construction Of Distribution Facilities In Mountain .
View, Missouri, And In Texas And Wright Counties. - (Appendix B). :

? Section 393.170(3) states in part: “Unless exercised within two years from the grant thereof, authority conferred
by such certificate of convenience and necessity issued by the commission shall be null and void.”

3
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the proposed construction other than the usual and customary state highway, railroad and county
road permits which will be obtained prior to construction. ' | \

8. Applicant proposes to use its current rates and regﬁlations, as approved by the
Commission, for natural gas service contained in its existing tariff.

9. There is no same or similar utility service, regulated or unregulated, available in
the area requested.

10.  The granting of this Application is reqﬁired by the public convenience énd
necessity since natural gas service is not presently available in the proposed certificated area, and
the availability of natural gas to Houston, Licking, and Mountain View, Missouri will promote
the public interest since natural gas is an economical, éafe, and reliable source of energy for
residential, commercial, industrial, municipal and other customers.

11. . The Applicant has no pending action or final unsatisfied judgments or decisions
against it from any state or federal agency or court which involve customer service or fates
which has occurred within three (3) yéars of the date of the Application. |

-12. . The Applicaﬁt has no annual report or assessﬁlent fees that are overdue.

13.  The financing requirements for the expansion into Hoﬁston, Licking, and
Mourntain View along with thé: request for a certificate of convenience and necessity for Lebanon
(Case No. GA-2007-0212) are being considered in Case No. GF-2007-0215. In order to obtain
the financing requested in Case No. GF-2007-0215, it will be necessary for the Company to have
regulatory authority to proceed with the construction of the facilities, as requested herein. | By
separate motion, the Company will seek to consolidate the proceedings in Case No. GF-2007-

0215, Case No. GA-2007-0212, and this proceeding.
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WHEREFORE, Southern Missouri Gas Company, L.P. d/b/a Southern Missouri Natural

Gas respectfully réquests an order from the Commission grant SNMG a certificate of

convenience and necessity to construct, install, own, operate, control, manage, and maintain a

- system for the provision of natural gas service to the public pursuant to its proposed rates, rules,

and regulations contained in its tariff in Houston, Licking, and Mountain View, Missouri, as

more fully described herein.

Respectfully submitted,

- /s/ James M. Fischer

James M. Fischer Mo. Bar No. 27543
Fischer & Dority, P.C.

101 Madison Street, Suite 400

Jefferson City, Missouri 65101

Telephone:  (573) 636-6758

Fax: (573) 636-0383

Email: jfischerpc@aol.com

ATTORNEYS FOR
APPLICANT
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CERTIFICATE OF SERVICE

I hereby certify that a true and correct copy of the foregoing document has been
hand-delivered, emailed or mailed, postage prepaid, by U.S. Mail, First Class, this 15th day of

February, 2007, to:

Office of the Public Counsel
P.O. Box 2230
Jefferson City, MO 65102

General Counsel

Missouri Public Service Commission
P.O. Box 360

Jefferson City, MO 65102

/s/ James M. Fische:

James M. Fischer
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VERIFICATION

STATE OF TEXAS
ss.

COUNTY OF HARRIS

Randal T. Maffett, being first duly sworn, on his oath and in his capacity as Executive
Vice-President states that he is authorized to execute this Application on behalf of Southern
Missouri Gas Company, L.P. d/b/a Southern Missouri Natural Gas and has knowledge of the
matters stated herein, and that said matters are true and correct to the best of his knowledge and

belief.
Randal T. Maffett —~ \{//
. ek
Subscribed and sworn to before me this I?D day of February, 2007.
TR Grace Raven A @M__
Notary Public . :
STATE OF TEXAS Notary Public
@ My Comm Exp. Nov. 16, 2010

My Commission Expires: Weo. I 201D
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STATE OF MISSOURI
PUBLIC SERVICE COMMISSION

At a session of the Public Service :
Commission held at its office
in Jefferson City on the 14th
day of April, 1995.

In the matter of the application of Tartan )
Energy Company, L.C., d/b/a Southern Missouri )
Gas Company, for a certificate of convenience )
of necessity authorizing it to construct, )
install, own, operate, control, manage and - )
_maintain gas facilities and to render gas )
service in and to residents of certain areas ) .CASE NO., GA-~94-127
of Wright, Texas, Howell, Webster, Greene and )
Douglas Counties, including the incorporated )
municipalities of Seymour, Cabool, Houston, )
Licking, Mountain Grove, Mountain View, West )
Plains, Ava, Mansfield, Marshfield and Willow )
Springs, Missouri. )

On’September 16, 1994, the Commission issued a Report and Oxder

which granted Tartaﬁ Energy Company, L.C., d/b/a Southern Missouri Gas
Company (Tartan) a Certificété of Convenience ‘and Necessity authorizing it
to construct, install,. own, operate, control, manage and maintain gas
facilities and render gas service in and to the residents of certain areas

of Wright, Texas, Howell, Webster, Greene, and Douglas Counties, including

the incorporated municipalities of Seymour, Cabool, Houston, Licking,

Mountain Grove, West Plains, Ava; Mansfield, Marshfield, and Willow

Springs, Missouri, as well as Mountain View, Missouri if the franchise

granted by Mountain View was ratified by its voters, The Report and Order

contained a number of conditions, and stated that the Certificate of
ConvenienCe and Necessity would become effective simultaneously with the
effective date of the tariffs Tartan was required to file, while in turn
.indicating that Tartan's tariff would not be approved until a number_of

conditions had been met. In addition, the Report and Order also stated

that Tartan was required to show compliance with a further set of
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conditions prior to the commencement of construction of any gas facilities.
Tartan also was required to comply with the terms of  the Nonunanimous

Stipulation and Agreement., The various conditions are listed in detail on

pages 27-28 of the Commission's Report and Order.

Tartan filed tariff sheets to comply with the Commission's Report and

Order, with a proposed effective date of November 14, 1994, Since that

‘time, the effective date of the tariffs have been éxtended by Tartan on

numerous occasions, with a current effective date of April 15, 1995. Onm

March 29, 1995, Tartan filed a document styled Applicant's Motion for Order
Authorizing Commencement of Construction of Natural Gas Distribution
System..

On April ‘7, 1995, the Staff of the Missouri Public Service
Commission (Staff) filed a memorandum entitled Staff Recommendation and
Rel.aort on Items and Tariffs Submitted in Compliance with the Commission's
Report and Order. Staff's memorandum serves a threefold purpose: (1) it
provides Staff's recommendation with respect to the tariffs filed by
Tartan; (2) it provides a brief breport: to the Commission on Tartan's
compliance with the conditions of the Report and Order as required by the

Report and’ Order; ‘and (3) it provides a recommendation with respect to

Tartan's motion for authorization to commence construction of its gas
. :

system, Staff first explains that the purpose of the extension of the

effective date of the tariffs was to allow Tartan additional time to

provide Staff with the documents required by the Stipulation and Agreement

which the Commission approved in its Report and Order. In addition, Staff

adds that since the original f£iling of the 'tariffs, Tartan has filed

substitute tariff sheets on a nuxﬁbér of occasions.

Staff states that the tariff sheets filed by Tartan contain the

‘rates, rules, and regulations under which natural gas service will be

provided to its service area in south-central Missouri. The material

2

On October 12, 1994, .
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contained in the filing, according to 8taff, includes a table of contents,

a map, metes and bounds descriptions, rate tariff sheets, a Purchased Gas

Adjustment Clause, and general Rules and Regulations. Staff indicates that

this filing""'also includes Tartan's Promotional Practice provisions and

material consistent with the most revisions of the

In

incorporates
Commission's Chapter 13 rules on Service and Billing Practices.

addition, Staff notes that on February 15, 1995, the company submitted to

the Commission's Gas Safety Staff an Operations and Maintenance Manual,
including requirements for transmission O&M and a Drug Testing Program
pursuant to pax:agraph_5(c) of the Stipulation, and also notes that on March .
23, 1995, the company submitted to the Procurement Analysis Staff a copy
of a signed firm transportation contract:. between Tartan and Williams
Natural Gas Company pursuaﬁt to paragraph 3 of the Stipulation.
Additionally, Staff mentions i.t has received unofficial notification from
‘Tartan that the franchise for Mountain View was ratified by the voters in

the April 4, 1995 election,
In conclusion, Staff states that it has reviewed the documents

which comprise the conditioned items required to be produced prior to the
granting of the Certificate and authorization of construction, and believes
that they are in satisfactory compliance with the Commission's Report and
Order. The Staff also indicates that it has examined the proposed tariff
sheets and has determined that they are in cqrrpliance with the Commission's
-Report and Order and should be approveq. The Staff therefore recommends
that the Commission approve the Certif/:icate and tariff sheets filed by
Tartan to become effective with service to be rendered on and after April
15, 1995, and grant Tartan's request for an order authorizing the
commencement of construction.

The Commission has reviewed all .of the material filed by Tartan

subsequent to the issuance of the Report and Order, and has reviewed the -

3
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recommendation of Staff, and finds thdt Tartan is in substantial compliance
with the conditions precedent to the apbroval of its tariffs; that Tartan's
tariffs are in substantial compliance witﬁ the Commission's Report and
order; and -that Tartan is in substantial compliance with the conditions
precedent to Commission authorization of the commencement of construction
of Tartan's gas facilities.

More specifically, prior to the approval of Tartan's tariffs,

‘Tartan was required to file a certificate of authority to do business in

the State of Missouri, an affidavit of its President detailing the

relationship hetween Tartan, Torch Energy Advisors, Inc., and Torch
Marketing, Inc.,, and a signed firm transportation contract with williams

Natural Gas Company. On October 14, 1994, Tartan filed the required

certificate, and the affidavit of Tom M. Taylor,' which substantially

comply with the Commission's directive. On March 23, 1995, Tartan filed

a copy of the contract with Williams Natural Gas with the Commission's
Procurement Analysis Department, in complianée with the Nonunanimous
Stipulation and Agreeﬁent and the Commission's Report and Order. Thus all
the‘preréquisites to.approval of Tartan's tariffs have been met, The
”Commission finds that upon review of the tariff sheets filed on October 12,
1994, as substituted on March 16, 1995 and March.20, 1995, and upon review
of Staff's recommendation, the tariff sheets as substituted are in

compliance with the Commission's Report and Order, and the rates contained

in the tariff, sheets as substituted are just and reasonable.

'In addition to the required information, Mr. Taylor's affidavit
notes that Tartan, which will be doing business in the State of Missouri
under the name of Southern Missouri Gas Company, is required under
Missouri state law to identify itself as a limited liability company,
and therefore should be referred to as Southern Missouri Gas Company,
L.C. The Commission will use the designation ¥"Southern Missouri Gas
Company, L.C.* in the remainder of its order and in the future.

4
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In addition, prior to the commencement of any gas ‘facilities,
Tartan was required by the Commission's Report and Order to provide a
commitment for the infusion into Tartan of common equity sufficient to
achieve a #0-42 percent common equity to total capital ratio, and was
required to file certified copies of the reguired approval of other

governmental agencies. The required financial commitment was filed as an

exhibit to Tartan's motion, and is in substantial compliance with the

Commission's Report and order. Also attached to Tartan's motion as

exhibits are the required approvals of other ' governmental agencies,
including: (1) Missouri Highway and Transportation Commission permits; (2)
nationwide permits from the Department of the Army, U.S. Corp of Engineers;
and (3) the affidavit of Tom M. Taylor, with attached county franchises

authorizing use of county facilities in unincorporated areas of Douglas,

Howell, and Webster Counties. These also appear to be in substantial

compliance with the Commission's Report and Order.

While county franchises are not a prerequisite to the
commencement of construction by Tartan, the Commission's Report and Ofder
does require any necessary county franchises prior to the construction by
Tartan of divstribut:ion facilities to serve residents in the unincorporated
port;ions of :the counties within its service territory. Tartan explains in
‘its motion that it does not yet have county franchises for the Counties of
Texas and Wright, but states that it has met with the County Commissions.
_in Texas and Wright Counties and expects to receive authorization in the
Tartan adds that it will file the county authorizations

very near future.
when they are available. The Commission is of the opinion that lack of
county franchises for Texas and Wright Counties is not an impediment to
Tartan's comencement of construction of trunkline facilities. As Tartan
correctly states in its motion, since Tartan's trunkline facilities will

be constructed along a public highway right-of-way for which approval has

5
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been received from the Missouri Highway and Transportatioﬁ Department, the
trunkline facility and the municipal distribution facilities may be

constructed with the governmental permits and franchises which have been

obtained to date, In addition, Tartan may construct distribution

facilities to serve residents in the unincorporated portions of Douglas,

Howell, and Webster Counties.

For purposes of clarity, the Commission determines there are

only three areas where Tartan may not yet commence construction: Tartan
may not construct distribution facilities to serve residents in the

unincorporated portions of Texas and Wright Counties umnless it has obtained

any necessary county franchises authorizing it to do so, and has filed

either a certified copy of the county franchise or an affidavit indicating
that the.county franchise has been obtained, and Tartan may not construct
distribution facilities to serve residents in the city of Mountain Vigw
until it files with the Commission a certified copy of the franchise
ratified by the voters of Mountain View, or an affidavit indicating that
the voters ratified the franchise in the voter ratification election.

The Commission concludes that it is appropriate to approve

Tartan's tariffs for service on and after April 15, 1995; to authorize

Tartan's Certificate of Convenience and N9cessity to become effective

simultaneously with the effective date of its tariffs on April 15, 1995;

and to authorize commencement of construction of Tartan's trunkline

facilities, municipal distribution facilities in the incorporated
municipalities contained within its Certificate of Convenience and

Necessity, with the exception of Mountain View, and distribution facilities

to. serve unincorporated areas in Douglas, Howell, and Webster Counties.

’While Staff's recommendation indicates it received unofficial
notification that the franchise was ratified by voters on April 4, 1995,
Tartan is still required to file w1th the Commission either the

franchise or an affidavit.
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IT IS THEREFORE ORDERED:

1. That the following tariff sheets filed by Tartan Energy
Company, L.C., d/b/a Southern Missouri Gas Company, L.C. on October 12, .
1994, as .substituted by the tariff sheets of March 16, 1995 and March 20,

1995, be and are hereby approved to become effective April 15, 1995:

P.S.C, MO, No. 1

Title Page
Original Sheet Numbers i through x Inclusive
Original Sheet Numbers 1 through 71 Inclusive

2. That the Certificate of Convenience and Necessity granted

to Tartan Energy Company, L.C.; d/b/a éouthern Missouri Gas Company, L.C.
in the Commission's Report and Order of September 16, 1994, shall become
effective simultaneously with tbe effective date of the tariffs approved
in Ordered Paragraph No. 1 above, on April 15, 19395,

3. That Tartan Energy Company, L.C., d/b/a Southern Missouri
Gas Company, L.C. be and is hereby authorized to commence construction of
its trunkline facilities; municipal distribution facilities in the
incorporated municipalities contained within its Certificate of Convenience

and Necessity, with the exception of Mountain View; and distribution

facilities in the unincorporated portions of Douglas, Howell, .and Webster

Counties,
4, That this order shall bégome effective on April 15, 1995,
BY THE COMMISSION _ \’
et Aot
David L. Rauch
Executive Secretary
(SEauLn) |

. \
Mueller, Chm., McClure, Perkins,
Kincheloe and Crumpton, CC., Concur.
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STATE OF MISSOURI
PUBLIC SERVICE COMMISSION

At a Session of the Public Service
Commission held at its office
in Jefferson City on the 19th
day of May, 1995.

In the matter of the application of Tartan
Energy Company, L.C., d/b/a Southern Missouri
Gas Company, for a certificate of convenience
and necessity authorizing it to comstruct,
install, own, operate, control, manage, and
maintain gas facilities and to render gas
service in and to- residents of certain areas
of Wright, Texas, Howell, Webster, Greene

and Douglas Counties, including the
incorporated municipalities of Seymour,
Ccabool, Houston, Licking, Mountain Grove,
Mountain View, West Plains, Ava, Mansfield,
Marshfield, and Willow Springs, Missouri.

7

I
§

On September 16, 1994, the Commission issued a Report and Order
which granted Tartan Energy Company, L.C., d/b/a Southern Missouri Gas
Company (Tartan) a Certificate of Convenience and Necesgify authorizing it
to construct, install, own, operate, control, manage, and maintain gas

facilities and render gas service in and to the residents of certain areas
of Wright, Texas, ﬁowell, Webster, Greene, and'ﬁouglas Counties, including
the incorporated municipalities of Cabool, Houston, Licking, Mountain Grove,
West Plains, Ava, Mansfield, Marshfield, and Willow Springs, Missouri, - as
well as MQuntaiﬁ View, Missouri, if the franchise granted_by Mountain View
" was ratified by its voters. The Report and Order contained a number of
conditions with which Tartan was required to comply prior to approval of its

tariffs and authorization for the construction of gas facilities. On April

14, 1995, the Commission issued an Order Approving Tariffs and Authorizing

the Commencement of Construction of Gas Facilities.! In that oxder, the

N Ky

Ity that order, the Commission inadvertently referred to Seymour as
one of—the incorporated municipalities'for which Tartan had received a
Certificate of Convenience and Necessity. In fact, Tartan dropped its
request with respect to Seymour in its First Amended Application, as it
had-not received a franchise from Seymour. Tartan has subseguently
filed an application seeking a Certificate of Convenience and Necessity
for Seymour and other incorporated municipalities in Case No. GA-95-349.
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have indeed ratifie@ the franchise granted to Tartan have been filed with the
Commission. In addition, the remainder of Tartan's Certificate of
Convenience and Necessity was made effective simultanéously Wi:th the
effective date. of Tartan's tariffs, which were approved by the Commission in
iFs Order Approving Tariffs and Authorizing the Commencement of Construction
of Gas Facilities on April 14, 1995. As Tartan's Certificate of Convenience
and Necessity with respect to the incorporated municipality of Mountailzl View
will be effective as of the effective date of this order, Tartan will also

a fortiori be authorized as of the same date to commence construction of its

municipal distribution facilities in the incorporated municipality of

Mountain View without further action by Tartan. The Commission also £inds

that Tartan should be authorized to commence construction of its distribution
facilities in the unincorporated portions of Texas and Wright Counties, as

Tartan has filed with the Commission appropriate documents indicating receipt

of county franchises £rom the county commissions of Texas and Wright

Counties.
IT IS THEREFORE ORDERED:
1. That Tartan Energy Company, L.C., d/b/a Southern. Missouril Gas
L,.C. be and is hereby granted a Certificate of Convenience.and

. Company ,
Necessity authorizing it to comstruct, install, own, operate, control,

manage, and maintain gas facilities and to render gas service in and to the

residents of the incorporated municipality of Mountain View, Missouri..

2. That Tartan Energy Company, L.C., d/b/a Southern Missouri Gas

Company, L.C. be and is hereby authorized to commence construction of

municipal distribution facilities in the incorporated municipality of

. Mountain View, Missouri, and distribution facilities in the unincorporated

portions of Texas and Wright Counties. .
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3. That this order shall become effective on May 30, 1995.
BY THE COMMISSION

David L. Rauch
Executive Secretary

(8 E A‘L)

McClure, Perkins, Kincheloe
and Crumpton, CC., Concur.
Mueller, Chm., Absent.
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8TATE OF MISSOURI
OFFICE OF THE PU-BL.IC S8ERVICE COMMISSION

T have compared the preceding copy with fhe original on file
in this office and T do hereby certify the same to be a true copy
‘therefrom and the whole thereof. ‘

WITNESS my hand and seal of the Publ:.c Servn.ce Commission, at-

day of. May ’

Jefferson city\,\ Missouri, this 19th

1995.

a%ufxﬁ

‘David L. Rauch
Executive Secrqtary
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APPENDIX C

FEASIBILITY STUDY

(HIGHLY CONFIDENTIAL INFORMATION—FILED UNDER SEAL)

10
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GA-2007-0310

BEFORE THE PUBLIC SERVICE COMMISSION
-STATE OF MISSOURI

In the matter of the Application of )
Southern Missouri Gas Company, L.P. )
d/b/a Southern Missouri Natural Gas )
for a certificate of public convenience )
and necessity authorizing it to construct, )
install, own, operate, control, manage ‘ ) Case No.
and maintain a natural gas distribution )

system to provide gas service in )

‘Houston, Licking, and Mountain View, Missouri. )

APPLICATION

COMES NOW Southern Missouri Gas Company, L.P. d/b/a Southern Missouri Natural
Gas, ("SMNG" or "Applicant"), by and through its counsel, and for its Application pursuant to
~Section 393.170, RSMo 20_00,1 and 4 CSR 240-2.060(1) and 4 CSR 240-3.205 requests that the
Commission issue an order granting SMNG a certificate of convenience and necessity for a |
pipéline and natu;ral gas distribution system to provide natural gas and transportation services in
Houston, Licking, and Mountain View, Missouri. In support of this Application, SMNG
respectfully states as follows: |

1. " Southern Missouri Gas Company, L.P. d/b/a Southern Missour1 Natural Gaé, a
Missouri limited partnership, (“SMNG”) owns and operates a natural gas.transmission and
distribution system located in southern Missouri which serves approximately 7,500 résidential,
commercial and industrial customers. SMGC is a "gas corporation" and "publid I;tility'.' under

the jurisdiction of the Missouri Public Service Commission, puisuant to Chapters 386 and 393,

'All statutory references are to Revised Statutes of Missouri 2000, unless otherwise
indicated. ‘
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RSMo. 2000. The Company's street and mailing address is: 301 E. 17™ Street, Mountain Grove,

Missouri 65711. The Company's telephone number is: (417) 926-7533.

o2 All correspondence, pleadings, orders, and documents in this proceeding should

be addressed to:

James M. Fischer

Fischer & Dority, P.C.

101 Madison Street--Suite 400

Jefferson City, Missouri 65101

Telephone:  (573) 636-6758
 Email: jfischerpc@aol.com

Mike Lumby, General Manager '
Southern Missouri Gas Company, L.P.
301 E. 17" Street

Mountain Grove, Missouri 65711
Telephone:  (417) 926-7533

Email: mlumby@smng.biz

Randal T. Maffett, President & CEO
Sendero Asset Management, LLC
1001 Fannin--Suite 550

Houston, Texas 77022

Telephone:  (713) 655-0523
Email: rmaffett@sendero.biz

3. A copy of SMNG’s Certificate Of Good Standing In Missouri from the Missouri

Secretary of State is attached as Appendix A and is incorporated herein by reference.

4. In 1995, the Commission issued orders in Case No. GA-94-127 granting a

certificate of convenience and necessity to SMNG to construct and operate natural gas systems in
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several municipalities, including Houston, Licking and Mountain View, Mi3501ﬁ.2 SMNG
exercised Such authority and constructed its trunkline and distribution facilities as authorized by
the orders in Case No. GA-94-127. However, SMNG did not complete the trunkline and
distribution systems in Houston, Licking, and Mountain View. >

5. SMNG desires to complete the constructipﬁ of its distribution system to Houston,
Licking, and Mountain View. In order to commence construction in these areas, SMNG requests
that the Commission issue a certificate of convenience and necessity to construct and operate
natural gas systems in the Houston, Licking, and Mountain View, Missouri areas.

6. The maps, metes and bounds legal description of the Houston, Licking, and
Mountain View, Missouri service area were filed with in the record in Case No. GA-94-127 and
are incorporated herein by reference. An updated Feasibility Study is also being provided in
Appendix C. A list of ten persons residing in the Company’s service area was previously
provided in the record in Case No. GA-94-127 and are incorporated herein by reference.

7. Applicant has been new franchises for Houston and Licking, and is in the process
obtaining a new franchise for Mountain View, Missouri. The franchises are included in
Appendix D. (The Mountain View franchise will be late-filed upon receipt). No other

franchises or permits will be required from the counties, or other authorities in connection with

20n April 15, 1995, the Commission issued its Order Approving Tariffs And Authorizing The Commencement Of
Construction Of Gas Facilities which authorized the predecessor of SMNG, Tartan Energy Company, L.C., d/b/a
Southern Missouri Gas Company, L.C., to commence construction of its trunkline facilities and municipal
distribution facilities in several municipalities, including Houston and Licking, Missouri. Following a ratification
vote in Mountain View, Missouri, the Commission issued a similar Order Granting Certificate Of Convenience And
Necessity For Mountain View, Missouri, And Authorizing Construction Of Distribution Facilities In Mountain .
View, Missouri, And In Texas And Wright Counties. - (Appendix B). :

? Section 393.170(3) states in part: “Unless exercised within two years from the grant thereof, authority conferred
by such certificate of convenience and necessity issued by the commission shall be null and void.”

3
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the proposed construction other than the usual and customary state highway, railroad and county
road permits which will be obtained prior to construction. ' | \

8. Applicant proposes to use its current rates and regﬁlations, as approved by the
Commission, for natural gas service contained in its existing tariff.

9. There is no same or similar utility service, regulated or unregulated, available in
the area requested.

10.  The granting of this Application is reqﬁired by the public convenience énd
necessity since natural gas service is not presently available in the proposed certificated area, and
the availability of natural gas to Houston, Licking, and Mountain View, Missouri will promote
the public interest since natural gas is an economical, éafe, and reliable source of energy for
residential, commercial, industrial, municipal and other customers.

11. . The Applicant has no pending action or final unsatisfied judgments or decisions
against it from any state or federal agency or court which involve customer service or fates
which has occurred within three (3) yéars of the date of the Application. |

-12. . The Applicaﬁt has no annual report or assessﬁlent fees that are overdue.

13.  The financing requirements for the expansion into Hoﬁston, Licking, and
Mourntain View along with thé: request for a certificate of convenience and necessity for Lebanon
(Case No. GA-2007-0212) are being considered in Case No. GF-2007-0215. In order to obtain
the financing requested in Case No. GF-2007-0215, it will be necessary for the Company to have
regulatory authority to proceed with the construction of the facilities, as requested herein. | By
separate motion, the Company will seek to consolidate the proceedings in Case No. GF-2007-

0215, Case No. GA-2007-0212, and this proceeding.
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WHEREFORE, Southern Missouri Gas Company, L.P. d/b/a Southern Missouri Natural

Gas respectfully réquests an order from the Commission grant SNMG a certificate of

convenience and necessity to construct, install, own, operate, control, manage, and maintain a

- system for the provision of natural gas service to the public pursuant to its proposed rates, rules,

and regulations contained in its tariff in Houston, Licking, and Mountain View, Missouri, as

more fully described herein.

Respectfully submitted,

- /s/ James M. Fischer

James M. Fischer Mo. Bar No. 27543
Fischer & Dority, P.C.

101 Madison Street, Suite 400

Jefferson City, Missouri 65101

Telephone:  (573) 636-6758

Fax: (573) 636-0383

Email: jfischerpc@aol.com

ATTORNEYS FOR
APPLICANT
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CERTIFICATE OF SERVICE

I hereby certify that a true and correct copy of the foregoing document has been
hand-delivered, emailed or mailed, postage prepaid, by U.S. Mail, First Class, this 15th day of

February, 2007, to:

Office of the Public Counsel
P.O. Box 2230
Jefferson City, MO 65102

General Counsel

Missouri Public Service Commission
P.O. Box 360

Jefferson City, MO 65102

/s/ James M. Fische:

James M. Fischer
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VERIFICATION

STATE OF TEXAS
ss.

COUNTY OF HARRIS

Randal T. Maffett, being first duly sworn, on his oath and in his capacity as Executive
Vice-President states that he is authorized to execute this Application on behalf of Southern
Missouri Gas Company, L.P. d/b/a Southern Missouri Natural Gas and has knowledge of the
matters stated herein, and that said matters are true and correct to the best of his knowledge and

belief.
Randal T. Maffett —~ \{//
. ek
Subscribed and sworn to before me this I?D day of February, 2007.
TR Grace Raven A @M__
Notary Public . :
STATE OF TEXAS Notary Public
@ My Comm Exp. Nov. 16, 2010

My Commission Expires: Weo. I 201D
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GR-2014-0086

Feasibility Study has been
deemed “Highly Confidential”
IN Its entirety



STATE OF MISSOURI
PUBLIC SERVICE COMMISSION

At a session of the Public Service :
Commission held at its office
in Jefferson City on the 14th
day of April, 1995.

In the matter of the application of Tartan )
Energy Company, L.C., d/b/a Southern Missouri )
Gas Company, for a certificate of convenience )
of necessity authorizing it to construct, )
install, own, operate, control, manage and - )
_maintain gas facilities and to render gas )
service in and to residents of certain areas ) .CASE NO., GA-~94-127
of Wright, Texas, Howell, Webster, Greene and )
Douglas Counties, including the incorporated )
municipalities of Seymour, Cabool, Houston, )
Licking, Mountain Grove, Mountain View, West )
Plains, Ava, Mansfield, Marshfield and Willow )
Springs, Missouri. )

On’September 16, 1994, the Commission issued a Report and Oxder

which granted Tartaﬁ Energy Company, L.C., d/b/a Southern Missouri Gas
Company (Tartan) a Certificété of Convenience ‘and Necessity authorizing it
to construct, install,. own, operate, control, manage and maintain gas
facilities and render gas service in and to the residents of certain areas

of Wright, Texas, Howell, Webster, Greene, and Douglas Counties, including

the incorporated municipalities of Seymour, Cabool, Houston, Licking,

Mountain Grove, West Plains, Ava; Mansfield, Marshfield, and Willow

Springs, Missouri, as well as Mountain View, Missouri if the franchise

granted by Mountain View was ratified by its voters, The Report and Order

contained a number of conditions, and stated that the Certificate of
ConvenienCe and Necessity would become effective simultaneously with the
effective date of the tariffs Tartan was required to file, while in turn
.indicating that Tartan's tariff would not be approved until a number_of

conditions had been met. In addition, the Report and Order also stated

that Tartan was required to show compliance with a further set of
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conditions prior to the commencement of construction of any gas facilities.
Tartan also was required to comply with the terms of  the Nonunanimous

Stipulation and Agreement., The various conditions are listed in detail on

pages 27-28 of the Commission's Report and Order.

Tartan filed tariff sheets to comply with the Commission's Report and

Order, with a proposed effective date of November 14, 1994, Since that

‘time, the effective date of the tariffs have been éxtended by Tartan on

numerous occasions, with a current effective date of April 15, 1995. Onm

March 29, 1995, Tartan filed a document styled Applicant's Motion for Order
Authorizing Commencement of Construction of Natural Gas Distribution
System..

On April ‘7, 1995, the Staff of the Missouri Public Service
Commission (Staff) filed a memorandum entitled Staff Recommendation and
Rel.aort on Items and Tariffs Submitted in Compliance with the Commission's
Report and Order. Staff's memorandum serves a threefold purpose: (1) it
provides Staff's recommendation with respect to the tariffs filed by
Tartan; (2) it provides a brief breport: to the Commission on Tartan's
compliance with the conditions of the Report and Order as required by the

Report and’ Order; ‘and (3) it provides a recommendation with respect to

Tartan's motion for authorization to commence construction of its gas
. :

system, Staff first explains that the purpose of the extension of the

effective date of the tariffs was to allow Tartan additional time to

provide Staff with the documents required by the Stipulation and Agreement

which the Commission approved in its Report and Order. In addition, Staff

adds that since the original f£iling of the 'tariffs, Tartan has filed

substitute tariff sheets on a nuxﬁbér of occasions.

Staff states that the tariff sheets filed by Tartan contain the

‘rates, rules, and regulations under which natural gas service will be

provided to its service area in south-central Missouri. The material

2

On October 12, 1994, .
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contained in the filing, according to 8taff, includes a table of contents,

a map, metes and bounds descriptions, rate tariff sheets, a Purchased Gas

Adjustment Clause, and general Rules and Regulations. Staff indicates that

this filing""'also includes Tartan's Promotional Practice provisions and

material consistent with the most revisions of the

In

incorporates
Commission's Chapter 13 rules on Service and Billing Practices.

addition, Staff notes that on February 15, 1995, the company submitted to

the Commission's Gas Safety Staff an Operations and Maintenance Manual,
including requirements for transmission O&M and a Drug Testing Program
pursuant to pax:agraph_5(c) of the Stipulation, and also notes that on March .
23, 1995, the company submitted to the Procurement Analysis Staff a copy
of a signed firm transportation contract:. between Tartan and Williams
Natural Gas Company pursuaﬁt to paragraph 3 of the Stipulation.
Additionally, Staff mentions i.t has received unofficial notification from
‘Tartan that the franchise for Mountain View was ratified by the voters in

the April 4, 1995 election,
In conclusion, Staff states that it has reviewed the documents

which comprise the conditioned items required to be produced prior to the
granting of the Certificate and authorization of construction, and believes
that they are in satisfactory compliance with the Commission's Report and
Order. The Staff also indicates that it has examined the proposed tariff
sheets and has determined that they are in cqrrpliance with the Commission's
-Report and Order and should be approveq. The Staff therefore recommends
that the Commission approve the Certif/:icate and tariff sheets filed by
Tartan to become effective with service to be rendered on and after April
15, 1995, and grant Tartan's request for an order authorizing the
commencement of construction.

The Commission has reviewed all .of the material filed by Tartan

subsequent to the issuance of the Report and Order, and has reviewed the -

3
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recommendation of Staff, and finds thdt Tartan is in substantial compliance
with the conditions precedent to the apbroval of its tariffs; that Tartan's
tariffs are in substantial compliance witﬁ the Commission's Report and
order; and -that Tartan is in substantial compliance with the conditions
precedent to Commission authorization of the commencement of construction
of Tartan's gas facilities.

More specifically, prior to the approval of Tartan's tariffs,

‘Tartan was required to file a certificate of authority to do business in

the State of Missouri, an affidavit of its President detailing the

relationship hetween Tartan, Torch Energy Advisors, Inc., and Torch
Marketing, Inc.,, and a signed firm transportation contract with williams

Natural Gas Company. On October 14, 1994, Tartan filed the required

certificate, and the affidavit of Tom M. Taylor,' which substantially

comply with the Commission's directive. On March 23, 1995, Tartan filed

a copy of the contract with Williams Natural Gas with the Commission's
Procurement Analysis Department, in complianée with the Nonunanimous
Stipulation and Agreeﬁent and the Commission's Report and Order. Thus all
the‘preréquisites to.approval of Tartan's tariffs have been met, The
”Commission finds that upon review of the tariff sheets filed on October 12,
1994, as substituted on March 16, 1995 and March.20, 1995, and upon review
of Staff's recommendation, the tariff sheets as substituted are in

compliance with the Commission's Report and Order, and the rates contained

in the tariff, sheets as substituted are just and reasonable.

'In addition to the required information, Mr. Taylor's affidavit
notes that Tartan, which will be doing business in the State of Missouri
under the name of Southern Missouri Gas Company, is required under
Missouri state law to identify itself as a limited liability company,
and therefore should be referred to as Southern Missouri Gas Company,
L.C. The Commission will use the designation ¥"Southern Missouri Gas
Company, L.C.* in the remainder of its order and in the future.

4
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In addition, prior to the commencement of any gas ‘facilities,
Tartan was required by the Commission's Report and Order to provide a
commitment for the infusion into Tartan of common equity sufficient to
achieve a #0-42 percent common equity to total capital ratio, and was
required to file certified copies of the reguired approval of other

governmental agencies. The required financial commitment was filed as an

exhibit to Tartan's motion, and is in substantial compliance with the

Commission's Report and order. Also attached to Tartan's motion as

exhibits are the required approvals of other ' governmental agencies,
including: (1) Missouri Highway and Transportation Commission permits; (2)
nationwide permits from the Department of the Army, U.S. Corp of Engineers;
and (3) the affidavit of Tom M. Taylor, with attached county franchises

authorizing use of county facilities in unincorporated areas of Douglas,

Howell, and Webster Counties. These also appear to be in substantial

compliance with the Commission's Report and Order.

While county franchises are not a prerequisite to the
commencement of construction by Tartan, the Commission's Report and Ofder
does require any necessary county franchises prior to the construction by
Tartan of divstribut:ion facilities to serve residents in the unincorporated
port;ions of :the counties within its service territory. Tartan explains in
‘its motion that it does not yet have county franchises for the Counties of
Texas and Wright, but states that it has met with the County Commissions.
_in Texas and Wright Counties and expects to receive authorization in the
Tartan adds that it will file the county authorizations

very near future.
when they are available. The Commission is of the opinion that lack of
county franchises for Texas and Wright Counties is not an impediment to
Tartan's comencement of construction of trunkline facilities. As Tartan
correctly states in its motion, since Tartan's trunkline facilities will

be constructed along a public highway right-of-way for which approval has

5
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been received from the Missouri Highway and Transportatioﬁ Department, the
trunkline facility and the municipal distribution facilities may be

constructed with the governmental permits and franchises which have been

obtained to date, In addition, Tartan may construct distribution

facilities to serve residents in the unincorporated portions of Douglas,

Howell, and Webster Counties.

For purposes of clarity, the Commission determines there are

only three areas where Tartan may not yet commence construction: Tartan
may not construct distribution facilities to serve residents in the

unincorporated portions of Texas and Wright Counties umnless it has obtained

any necessary county franchises authorizing it to do so, and has filed

either a certified copy of the county franchise or an affidavit indicating
that the.county franchise has been obtained, and Tartan may not construct
distribution facilities to serve residents in the city of Mountain Vigw
until it files with the Commission a certified copy of the franchise
ratified by the voters of Mountain View, or an affidavit indicating that
the voters ratified the franchise in the voter ratification election.

The Commission concludes that it is appropriate to approve

Tartan's tariffs for service on and after April 15, 1995; to authorize

Tartan's Certificate of Convenience and N9cessity to become effective

simultaneously with the effective date of its tariffs on April 15, 1995;

and to authorize commencement of construction of Tartan's trunkline

facilities, municipal distribution facilities in the incorporated
municipalities contained within its Certificate of Convenience and

Necessity, with the exception of Mountain View, and distribution facilities

to. serve unincorporated areas in Douglas, Howell, and Webster Counties.

’While Staff's recommendation indicates it received unofficial
notification that the franchise was ratified by voters on April 4, 1995,
Tartan is still required to file w1th the Commission either the

franchise or an affidavit.
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IT IS THEREFORE ORDERED:

1. That the following tariff sheets filed by Tartan Energy
Company, L.C., d/b/a Southern Missouri Gas Company, L.C. on October 12, .
1994, as .substituted by the tariff sheets of March 16, 1995 and March 20,

1995, be and are hereby approved to become effective April 15, 1995:

P.S.C, MO, No. 1

Title Page
Original Sheet Numbers i through x Inclusive
Original Sheet Numbers 1 through 71 Inclusive

2. That the Certificate of Convenience and Necessity granted

to Tartan Energy Company, L.C.; d/b/a éouthern Missouri Gas Company, L.C.
in the Commission's Report and Order of September 16, 1994, shall become
effective simultaneously with tbe effective date of the tariffs approved
in Ordered Paragraph No. 1 above, on April 15, 19395,

3. That Tartan Energy Company, L.C., d/b/a Southern Missouri
Gas Company, L.C. be and is hereby authorized to commence construction of
its trunkline facilities; municipal distribution facilities in the
incorporated municipalities contained within its Certificate of Convenience

and Necessity, with the exception of Mountain View; and distribution

facilities in the unincorporated portions of Douglas, Howell, .and Webster

Counties,
4, That this order shall bégome effective on April 15, 1995,
BY THE COMMISSION _ \’
et Aot
David L. Rauch
Executive Secretary
(SEauLn) |

. \
Mueller, Chm., McClure, Perkins,
Kincheloe and Crumpton, CC., Concur.
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STATE OF MISSOURI
PUBLIC SERVICE COMMISSION

At a Session of the Public Service
Commission held at its office
in Jefferson City on the 19th
day of May, 1995.

In the matter of the application of Tartan
Energy Company, L.C., d/b/a Southern Missouri
Gas Company, for a certificate of convenience
and necessity authorizing it to comstruct,
install, own, operate, control, manage, and
maintain gas facilities and to render gas
service in and to- residents of certain areas
of Wright, Texas, Howell, Webster, Greene

and Douglas Counties, including the
incorporated municipalities of Seymour,
Ccabool, Houston, Licking, Mountain Grove,
Mountain View, West Plains, Ava, Mansfield,
Marshfield, and Willow Springs, Missouri.

7

I
§

On September 16, 1994, the Commission issued a Report and Order
which granted Tartan Energy Company, L.C., d/b/a Southern Missouri Gas
Company (Tartan) a Certificate of Convenience and Necesgify authorizing it
to construct, install, own, operate, control, manage, and maintain gas

facilities and render gas service in and to the residents of certain areas
of Wright, Texas, ﬁowell, Webster, Greene, and'ﬁouglas Counties, including
the incorporated municipalities of Cabool, Houston, Licking, Mountain Grove,
West Plains, Ava, Mansfield, Marshfield, and Willow Springs, Missouri, - as
well as MQuntaiﬁ View, Missouri, if the franchise granted_by Mountain View
" was ratified by its voters. The Report and Order contained a number of
conditions with which Tartan was required to comply prior to approval of its

tariffs and authorization for the construction of gas facilities. On April

14, 1995, the Commission issued an Order Approving Tariffs and Authorizing

the Commencement of Construction of Gas Facilities.! In that oxder, the

N Ky

Ity that order, the Commission inadvertently referred to Seymour as
one of—the incorporated municipalities'for which Tartan had received a
Certificate of Convenience and Necessity. In fact, Tartan dropped its
request with respect to Seymour in its First Amended Application, as it
had-not received a franchise from Seymour. Tartan has subseguently
filed an application seeking a Certificate of Convenience and Necessity
for Seymour and other incorporated municipalities in Case No. GA-95-349.
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have indeed ratifie@ the franchise granted to Tartan have been filed with the
Commission. In addition, the remainder of Tartan's Certificate of
Convenience and Necessity was made effective simultanéously Wi:th the
effective date. of Tartan's tariffs, which were approved by the Commission in
iFs Order Approving Tariffs and Authorizing the Commencement of Construction
of Gas Facilities on April 14, 1995. As Tartan's Certificate of Convenience
and Necessity with respect to the incorporated municipality of Mountailzl View
will be effective as of the effective date of this order, Tartan will also

a fortiori be authorized as of the same date to commence construction of its

municipal distribution facilities in the incorporated municipality of

Mountain View without further action by Tartan. The Commission also £inds

that Tartan should be authorized to commence construction of its distribution
facilities in the unincorporated portions of Texas and Wright Counties, as

Tartan has filed with the Commission appropriate documents indicating receipt

of county franchises £rom the county commissions of Texas and Wright

Counties.
IT IS THEREFORE ORDERED:
1. That Tartan Energy Company, L.C., d/b/a Southern. Missouril Gas
L,.C. be and is hereby granted a Certificate of Convenience.and

. Company ,
Necessity authorizing it to comstruct, install, own, operate, control,

manage, and maintain gas facilities and to render gas service in and to the

residents of the incorporated municipality of Mountain View, Missouri..

2. That Tartan Energy Company, L.C., d/b/a Southern Missouri Gas

Company, L.C. be and is hereby authorized to commence construction of

municipal distribution facilities in the incorporated municipality of

. Mountain View, Missouri, and distribution facilities in the unincorporated

portions of Texas and Wright Counties. .
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3. That this order shall become effective on May 30, 1995.
BY THE COMMISSION

David L. Rauch
Executive Secretary

(8 E A‘L)

McClure, Perkins, Kincheloe
and Crumpton, CC., Concur.
Mueller, Chm., Absent.
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8TATE OF MISSOURI
OFFICE OF THE PU-BL.IC S8ERVICE COMMISSION

T have compared the preceding copy with fhe original on file
in this office and T do hereby certify the same to be a true copy
‘therefrom and the whole thereof. ‘

WITNESS my hand and seal of the Publ:.c Servn.ce Commission, at-

day of. May ’

Jefferson city\,\ Missouri, this 19th

1995.

a%ufxﬁ

‘David L. Rauch
Executive Secrqtary
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APPENDIX C

FEASIBILITY STUDY

(HIGHLY CONFIDENTIAL INFORMATION—FILED UNDER SEAL)

10
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. expansion of its existing service area.

GA-2010-0114

BEFORE THE PUBLIC SERVICE COMMISSION
STATE OF MISSOURI

In the matter of the Application of
Southern Missouri Gas Company, L.P.
d/b/a Southern Missouri Natural Gas

for a certificate of public convenience
and necessity authorizing it to construct,
install, own, operate, control, manage
and maintain a natural gas distribution
system to provide gas service in
Laclede County, Missouri, as an

Case No.

APPLICATION AND MOTION FOR EXPEDITED TREATMENT

COMES NOW Southern Missouri Gas Company, L.P. d/b/a Southern Missouri Natural
Gas, ("SMNG" or "Applicant"), by and through its counsel, and for its Application pufsuant to
Section 393.170, RSMo 2000,' 4 CSR 240-2.060(1) and 4 CSR 240-2.080(16) and 4 CSR 240-
3.205 for a certificate of public convenience and necessity, respectfully states as follows:

1. Southern Missouri Gas Company, L.P.. d/b/a Southern Missouri Natural Gas, a
Missouri limited parthershijp, (“SMNG”) owns and operates a natural gas transmission and
distribution system located in southern Missouri which currently serves approximately 7,500
residential, commercial and industrial customers. SMGC is a "gas corporation” and "public
utility" under the jurisdiction of the Missouri Public Service Commission, pursuant to Chapters
386 and 393, RSMo. 2000. The Company's streét and mailing address is: 500 W. 19® Street,

Mountain Grove, Missouri 65711. The Company's telephone number is: (417) 926-7533.

! All statutory references are to Revised Statutes of Missouri 2000, unless otherwise
indicated.
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2. All correspondence, pleadings, orders, and documents in this proceeding should

be addressed to:

James M. Fischer

Larry W. Dority

Fischer & Dority, P.C.

101 Madison Street--Suite 400

Jefferson City, Missouri 65101

Telephone:  (573) 636-6758

Email: jfischerpc@aol.com
Iwdority@sprintmail.com

Mike Lumby, General Manager
Southern Missouri Gas Company, L.P.
500 W.-19™ Street

Mountain Grove, Missouri 65711
Telephone:  (417) 926-7533
Email: mlumby@smng.biz

Randal T. Maffett, President & CEO
Sendero Asset Management, LLC
1001 Fannin--Suite 550

Houston, Texas 77022

Telephone:  (713) 655-0523
Email: rmaffett@sendero.biz

3. A copy of SMNG’s Certificate Of Good Standing In Missouri from the Missouri

Secretary of State was submitted in Case No. GA-2007-0212 and is incorporated herein by

reference.

4, In Case No. GA-2007-0212, the Commission granted SMNG a certificate of

convenience and necessity to expand its backbone pipeline system and to construct, install, own,

operate, control and manage a gas distribution system for the public in the Cities of Lebanon,
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Licking and Houston, Missouri; as an expansion of its then-existing certificated area, subject to
the conditions set out therein.”

5. A major commercial business (i.e. Willard Asphalt Paving, Inc.) has requested
that SMNG provide natural gas service to its facility located approximately four (4) miles outside
the municipal limits of Lebanon, Missouﬁ, within Section 28, Township 35 North, Range 15
West in Laclede County, Missouri. This is an area where SMNG currently does not hold a
certificate for natural gas service from the Commission.

6. Attached hereto and marked- as Appendix A is a map of the location of the
proposed service area déson'bed above, which includes the area of the proposed line extension
from SMNG’s existing system by approximately four (4) miles. SMNG already has a certificate
from the Commission to serve certain Sections and Ranges of Townships 33 North and 34 North
in Laclede County.

7. Attached hereto and marked as Appendix B is a metes and bounds legal
description of the boundaries of the proposed service area.

8. Attached hereto as Appendix C is SMNG's Feasibility Study and a summary of
the plans and speciﬁcatiohs for the project including the estimated cost of construction (Highly
Confidential--filed under seal). Construction methods will follow SMNG’s customary standards
and the rules of the Commission.

9. Attached hereto and marked as Appendix D is a list of ten persons residing in or

who are landowners with the proposed service area.

2 The certificates granted were conditioned upon the Company’s obtaining financing acceptable to the Commission
and, pursuant to the Commission’s Order Approving Stipulation and Agreement issned April 17, 2008, in Case No.

"GF-2007-0215, SMNG’s Second Amended Financing Application was approved.

3
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10.  Because SMNG does not have a certificate from the Commission for the area
where the potential customer is located, it is necessary for SMNG to obtain the requisite
permission from the Commission.

11.  Applicant will not require any additional franchises or permits from
municipalities, counties, or other authorities in connection with the proposed construction other
than the usual and customary state highway, railroad and county road permits which will be
obtained prior to construction.

12. Applicant proposes to use its current rates and regulations, as approved by the
Commission, for natural gas service contained iﬁ its existing tariff.

13.  There is no same or similar natural gas utility service, regulated or unregulated,
available in the area requested. Since SMNG has the ability to provide natural gas service in this
area by construction of additions to existing facilities, SMNG believes that potential new
customers should be afforded the opportunity to take service from SMNG if they so desire,
pursuant to SMNG’s extension rule. The availability of natural gas ‘to this area will support the
public interest since natural gas is an'economical, safe and reliable source of energy for
customers. These facts support a finding that the granting of the application is required by the
public convenience and necessity.

14. No gas transmission lines are required to be constructed as a part of this
| application.

15.  The Applicant has no pending actions or final unsatisfied judgments or decisions
against it from any state or federal agency or court which involve customer service or rates
which has occurred within three (3) years of the date of the Application.

16.  The Applicént has no annual report or assessment fees that are overdue.

4
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MOTION FOR EXPEDITED TREATEMENT

17." Pursuant to 4 CSR 240-2.080(16), the Company requests that the Order
Approving Ceﬁiﬁcate of Convenience And Necessity be effective no later than January 1, 2010,
if possible. The commercial customer desires to have natural gas service as soon as possible.
This pleading is also being filed as soon as it could have been .once it became apparent that there
was a need for natural gas service in the requested area. The benefit that will accrue from
granting the application by the requested date is the commercial customer will be provided a safe
and reasonably priced source of natural gas as soon as possible. No harm will accrue to SMNG’s
existing customers or the general public by granting this request for expedited treatment.

WHEREFORE, Southern Missouri Gas Company, L.P. d/b/a Southern Missouri Natural
Gas respectfully requests an order from the Commission granting it a cértiﬁcate of convenience
and necessity on an expedited basis to construct, install, own, operate, control, manage, and
maintain a system for the provision of natural gas service to the public pursuant to its approved
rates, rules, and regulations contained in its tariff for Lebanon, Missouri, in the proposed service
area in Laclede County, Missouri, as more fully described herein.

| Respectfully submitted,

/s! James M. Fischer

James M. Fischer Mo. Bar No. 27543

Larry W. Dority Mo. Bar No. 25617

Fischer & Dority, P.C.

101 Madison Street, Suite 400

Jefferson City, Missouri 65101

Telephone:  (573) 636-6758

Fax: (573) 636-0383

Email: jfischerpc@aol.com
Iwdority@sprintmail.com

ATTORNEYS FOR APPLICANT

5
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CERTIFICATE OF SERVICE

I hereby certify that a true and correct copy of the foregoing document has been
hand-delivered, emailed or mailed, postage prepaid, by U.S. Mail, First Class, this 13th day of
October, 2009, to:

Office of the Public Counsel

P.O. Box 2230

Jefferson City, MO 65102

General Counsel

Missouri Public Service Commission

P.O. Box 360
Jefferson City, MO 65102

/s/ James M. Fischer

James M. Fischer
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VERIFICATION

STATE OF MISSOURI
ss.

L

COUNTY OF

Michael Lumby, being first duly sworn, on his oath and in his capacity as General
Manager states that he is authorized to execute this Application on behalf of Southern Missouri
Gas Company, L.P. d/b/a Southern Missouri Natural Gas and has knowledge of the matters
stated herem and that said matters are true and correct to the best of his knowledge and belief.

MMW

Michael Lumby

Subscribed and sworn to before me this _/3 }Ptday of Mﬂ, 2009.

ﬂ /7/5};(

Notary Public
. . < : : i LINDA A MOORE
My Commission Expires: __J j 04 / /2 Notary Public - Notary Seal
. Y / tate of Missouri
Commissioned for Wright County
My Commission Expires: May 04, 2012
Gommission Number: 08414018
[
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O JAMES M. FISCHER, PC. O

ATTORNEY AT Law 101 WestT McCakry, SUITE 215 TELEPHONE (314) 636-6758
REGULATORY CONSULTANT JerFErRsON CrTy, MO 65101 Fax (314) 636-0383

July 11, 1995

Mr. David L. Rauch

Executive Secretary

Missouri Public Service Commission
P.0O. Box 360

Jefferson City, Missouri 65102

RE: Tartan Energy Company, L.C.
Case No. GA=95=349

Dear Mr. Rauch:

During the Commission Staff's review of the Application in the
above-referenced matter, two typographical errors were found. The
purpose of this letter is to correct those typographical errors.

On page 1 of Exhibit 2 of the Application, there is the

following reference: "Note: This proposed additional service area
includes the previously existing service area of sections 13, 24
and 25 of T20N R20W and does not exclude any portion of the
corporate limits of Rogersville lying in Greene County." The
reference to "T20N" in the above-referenced sentence should read
WT28N",

Second, when the Company late-filed its Feasibility Study, it
incorrectly designated the Feasibility Study as Exhibit 4. It
should have been designated as Exhibit 3.

I hope these errors have not inconvenienced you or your Staff.

Should you have any questions regarding this matter, please
contact me.

Sincerely, .
Wy, Aoclaee
es M. Fischer
JHF:jxr

cc: Office of the Public Counsel

o,




JAMES M. FISCHER, PC. .

ATTORNEY AT LAwW 101 West McCarty, SUITE 215 TeLePHONE (314) 636-6758
REGULATORY CONSULTANT JrrrersoN CrTY, MO 65101 Pax (314 636-0383

FILED

JUN 1 417535

June 14, 1995

1:S30UR]

¥r. David L. Rauch .
PUBLIC Sz 1CE CDMMIZSION

Executive Secretary
¥issouri Public Service Commission

P.O. Box 360
Jefferson City, Missouri 65102

RE: Tartan Energy Company, L.C. d/b/a Southern Missouri Gas
Company, L.C.:; Case No. GA-95-349

Dear Mr. Rauch: chould be 3

Enclosed are( the original and fourteen (14) copies of
late-filed Exhibit ¥§)--Feasibility Study of Tartan Energy Company,
L.C. d/b/a Southern Missouri Gas Company, L.C. for filing in the
above-referenced matter. A copy of the foregoing d cument has been
hand-delivered or mailed this date to parties of record.

Should you have any questions, please do not hesitate to
contact the undersigned.

Thank you for your attention to this matter.
Silncerely,

g8 M. Fischer

JNF:jr
Enclosures

cc: Parties of Record




EKHIBIT; - FEASIBILITY STUDY

INTRODUCTION

The original Feasibility Study for the Tartan Energy Company, L.C. {"Tartan"), dba
Southern Missouri Gas Company, L.C. ("SMGC"), submitted in December 1993, with
supplements submitted in January 1994 and April 1994, as part of Case Number GA-
94-127, included Tartan’s plans to provide natural gas service to five smalier
"probable additional cities” located along the then-proposed trunk pipeline route.
These five cities, Rogersvills, Fordiend, Diggins, Seymour and Norwood, had not at
that time granted franchises to Tartan for such gas service, although discussions
directed towards obtaining franchises were beginning. In the absence of these
franchises, the Missouri Public Service Commission, in its order issued September 16,
1994, did not grant Tartan authority to provide gas service within the corporate limits
of these cities, although Tartan’s approved service area surrounds the corporate limits
of all these cities on all sides. Since the issuance of the MPSC's order, Tartan has
obtained franchises in all five cities, with voter ratification completed in four and voter
ratification scheduled in the fifth, Diggins, in August 1995. Copies of these
franchises were fited with Tartan’s May 9, 1995 Application to the MPSC for
authority and a Certificate of Convenience and Necessity to provide natural gas
service to thesa cities.

lnGrmCmmty.bcdeannfornamdqasisﬁghdemhasmcﬁved
inexcusofwwmddmts'rewtﬂorfmtaps,alongﬂnSMGCtru‘icpbeline
rmmmunsmmmidnpdntMRomvﬂe.Asaresut.Tmanis
mmﬂngﬂutintypicﬂvﬂwoenilowidasorviumboextended.westwud
spproximately seven miles. Tmmemﬂedmiceuuwilalometo
WWM'mforfmmmmwam
U\thnmEmz,pm1of3.ome'sAppiuﬁon.




To fulfill the statutory requirement that a feasibility study accompany an Application
for additional service area, Tartan has prepared this feasibility study, to be late-filed
as Exhibit 4, with current information supportingltm service area expansions (the five
cities plus Greene County extension) sought in its recently filed Application. The
following discussion is supported by Tables 1 through 6 immediately following the
discussion.

DISCUSSION
Specifications

The distribution piping specifications planned for these five cities are given in Table
1. Previously, this information had been based on the use of Phillips Driscopipe Series
6500. After solicitation of materisl quotes for SMGC’s 1995 construction season, the
best value was achiaved with Chevron Plexco PE2406 series medium density
polyethylene (which is fully equivalent to Phillips Driscopipe 6500), thus Table 1 now
references this selection. Although Table 1 provides information for piping as large
as nominal 8-inch diameter, no pipe larger than 4-inch diameter, with one possible
exception, is planned for uss in any of the five citiss. The possible exception is for
the City of Seymour, where a short segment of noming! 8-inch diameter pipe may be
used. No steel pipe will be used at any point between the city gate meter station and
the individual service meter/regulators in any of the five cities. City gate
regulator/meter stations, appropriately sized clones of those now being installed at
each city previously approved for service by SMGC, will be used for each city.

The distribution systems to be constructed for each of the five cities will be designed,

constructed, operated and maintained to the same specifications and criteria as those

being built in the ten cities previously approved for gas service along the SMGC

system. Copies of all construction specifications, welding and polyethylene fusion

specifications, 0&M manuals, emergency manuais, drug manual, etc. were provided
-2-
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to the MPSC as part of the voluminous submissions in Case No. GA-94-127 and are
incorporated herein by reference. Updates of these manuals and specifications are
periodically provided to the MPSC and will be equally applicable to the distribution
systems proposed for these five cities.

Table 2 gives updated test pressures and maximum allowable operating pressures
(MAOPs) for the in-house piping now planned for use by SMGC. After on-site

surveys, Tartan has concluded that most, if not all, existing in-house propane piping
can be cost effectively replaced as part of the conversion to natural gas process.
Replacement of propane piping will give uniformly and appropriately sized in-house
piping in the majority of SMGC’s customer bese and will eliminate the labor
consumptive selective replacement of frequently too small propane pipe segments and
well as the time consuming location and repair of existing propane piping leaks.
Complete piping replacement is made feasible through the availability and cost
effectiveness of "gas-yellow" flexibla, corrugated, vinyl clad stainless steel tubing that
is industry and AGA (American Gas Association) approved for uge as in-house natural
gas piping. The need for only relatively short runs of this robust tubing in the typical
house combined with its ease of installation and requirement for essentially no fittings
other than end connectors make the tubing the material of choice for SMGC's
upgrading of in-home piping. This selection is especially obvious when compared to
the fitting, tooking and labor consumptive instatlation of rigid "black™ steel pipe
otherwise typical of in-house gas piping. The typical household conversion from
propane to natural gas can be accomplished using stainless steel tubing within the
same $200 per conversion budget previously approved for SMGC.

SMGC now plans to use a 14-inch WC (water column) in-house MAOP piping
presswre. This pressure is within the approved pressure rating of household
appliances gas regulstion/control valves and eliminates the need for the individual

applience regulators required for the previously planned two-pound (2 psig) in-house
piping system. Use of the 14-inch WC MAOP also allows the downsizing of in-house

-3-




piping, especially for higher loss corrugated tubing such as the vinyl clad stainless
steel tubing proposed for use by SMGC. The combination of reduced tubing/end
connector size (typically 1/2-inch versus 3/4-inch) and cost plus the ease of tubing
installation and elimination of a 2-pound to 4-ounce regulator on each appliance all
support the use of the 14-inch WC in-house piping MAOP. The in-house piping
conversions for these five cities are proposed, and will be, absolutely consistent with
conversions to be done in the ten previously approved SMGC cities.

Demand

Demand estimates for these five cities are addressed in Tables 3 and 4A/4B/4C.
Table 3 shows demand for the five cities as estimated in the original feasibility study.
That study called for a residential demand at the end of year 3 equalling 112,613
MCF/year. The original study used logically derived percentage multipliers to estimate
annual commercial (44.2%) and industrial (58%) demand for the then-proposed
SMGC system. These estimates were not made individually for these five cities, but
applyingmesapﬂcantagestoﬂmabwereﬂdanﬁddunmdatmeendofvwﬂwee
yields 49,775 MCF/year for commercial demand and 65,315 MCF/yesr industrial
demand. it should be noted that these percentage muttipliers were statistical and
were based on a relatively large population; these were noted during Case No. GA-94-
127 as not being particularly applicable to the smaller SMGC communities where the
presence or absence of a single large commercial or industrial user could greatly skew

the statistics. Since these five cities are or are among the five smallest for the SMGC

svatun,metomldmmndesﬁmatedetermmedﬁmnmeorigindfuﬂﬁwstudy
should be viewed as a maximum demand estimate.

Table 4A gives the current demand estimate. it is based on actusl propane tank
mt&mhmymsbmdmm%ofm-oitypmpmmoommm
natural gas within three yeers of gas service becoming available. These assumptions
yidd.nondofvouSruidamhldmnndequaﬁngl37,070MCFfvur. Reviewing
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counts for each of the five cities and allows both the excilusion of propane/o related
ocﬂviﬁumdﬂmldonﬁﬂcaﬂonoﬂuoocmddmmmmmm“
strong natural gas customer potential. Assuming 70% conversion of commercial
activities at the end of year three with a conservative typical 1560 MCF/yeer (60%
greater than a typical residential customer) consumption per customer yields a
commercial demand equalling 42,105 MCF/year. Direct cuntacts with three identified
potential industrial o large commercial customers yields hydrocarbon energy
consumption equivalent to 32,956 MCF/year.

Teble 48 totsls residential, commercial and industrisl demands by city and yields a
five city totel demand equel to 212,131 MCF/vear. Asin the original feasibility study,
no specific allowance has bean made for the near-term conversion of electric or wood
heating residential customers to natural gas, although residential contacts made with
SMGC indicate that several such conversions are likely when gas becomes availabie.

' mwmmuvmmwmmasmsumm , Inc.)
tommoﬂﬁmmupotmﬂdfotmmm Uminforrmlﬁon
" summerized by zip code region (i.e., theindegooumpchrushavhgadven
ﬂpoode).uumddacﬂvﬁvmunﬂmcmfhmdmmpopdmm

slong the SMGC system). ﬂispopdldonsmmfornltlnlguuﬂlﬂm
evidenced by the numerous contacts SMGC is recelving, asymnmmkpvpelk\o
mmn:ﬂmmmuhﬂum,quﬂnhﬁ'wimwlwmm
available?” and "How can | sign up for it?”

Tommmmmmmmmm.ummm
mmmmmmhmmmm
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and factored into Tartan's planning since inception. These five cities offer attraciive,
small incremental markets for a distribution system that is already passing through the
area. Local enthusiasm for natural gas gives a high likelihood that this market witl be
realized given competitive pricing with propane and good service response. As for
the remainder of SMGC, farm taps will be reviewed, justified and addressed on an
individua! basis based on installation costs versus demand.

Engineering Cost Estimate

The original feasibility study estimated cost for the distribution systém in the five
cities to total $2,245,000 predicated on 1,1 50 residential customers. Using a current
residential customer count estimate of 1,371 and using current SMGC materials and
contractor quotes, the total estimated costs for the five cities are $2,984,667. Table
5 gives the individual cost estimate per city. Note that these estimatcs are
extrapolations from the detailed estimates prepared for polyethylene distribution
construction and propane-to-natural gas conversions in seven cities during SMGC's
1985 construction season.

The original study provided tentative distribution piping grids superimposed on city
map backgrounds for the original ten cities approved for SMGC. These preliminary
grids, prepared by map and aerial photo analysis with selected on-site checks, proved
of limited worth (and less accurate than a well review:2d extrapolation) relative to the
Iatudetdhdcommﬁonmapsmathwebaonprmishowinqﬂwamdmoposad
pipinglocaﬁomwﬂwtocaﬁonofaﬂidonﬁﬁodpropmmheachcitv. Propane
tmkhcaﬂomhwebmmappodforaachofﬁmeﬁvaciﬁosmdawmﬁvepbinq
widdiscuaodbtmdmtoﬂnemaimowwindnfﬁmmuucﬁondmwingson
Ammwmdmmmmm,mmmﬁmdmwingwm
hbﬁmeﬂﬂuFﬂoflSSﬁwhmsuchwmkh&otobomnpm«ifor
the SMGC 19986 construction season. This work, as well as all project management
wwmmm.wmmtomm
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specification, attention to detail, etc. and by the same management team members
as the work performed for the 1895 SMGC construction season.

Project Economics

Table 6 gives forecast customer counts, annual demand, investment, revenue at
existing tariffs (& without gas cost PGA), annual operating expenses and operating
income before taxes. As can be seen, the addition of these five cities, which involves
the installation of NO additional trunk pipeline, generates an attractive before tax
operating income at existing tariffs. Since the demand associated with these five
cities is relatively small overall, SMGC proposes to lump this investment with the
investment otherwise being made in SMGC during 1995 end 1996 and to use existing
tariffs without any modifications other than the addition of these five cities and the
Greene County service area extension into SMGC’s approved service area. No
specific assumptions were made in preparing this economic summary relative to
financing or interest expense, with this being equivalent to assuming the use of
company (equity) funds for these five additional cities. If financing is required at a

later date, this issue would be addressed specifically in an Application for approval
of additional debt placement.

CONCLUSION

As can be seen from the original Feasibility Study and the data given herein, the
addition of each of the five additional cities of Rogersville, Fordland, Diggins, Seymour
and Norwood to the SMGC service area contributes positively to the overall SMGC
system economics. SMGC's asiready approved service area surrounds each of these
cities on all sides, each city has granted a natural gas distribution franchise to Tartan,
and ratification votes have been completed in the four largest cities with Diggins to
be compieted during the Summer of 1995. SMGC trunk pipeline construction is

4.
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underway in the vicinity of each of these cities and has aroused considersble local
enthusiasm. SMGC will be conducting late 1995 and year-long 1996 distribution
construction activity in the vicinity of each of these cities and thase five relatively
small cities can be provided gas service most economically by integrating their
systems’ construction fully into SMGC’s other on-going activity for late 1995 and
19986.

Numerous local requests for future farm taps have been accommodated by Tartan’s
request for the narrow SMGC service area to be extended seven miles westward
along the trunk pipeline route in Greene County to the SMGC system origin point. All
issues relevant to providing service to these five cites, including conversion
incentives, were thoroughly explored, as well as aggressively challenged by Conoco,
!nc. and various groups of local propane dealers, during the recent Case No. GA-94-
127. While the demand to be served in these five small cities plus the Greene County
service area extension is small relative to the remainder of SMGC, these citizens and
potential customers are asking for natural gas and SMGC now is in the business of
providing this service in the area. The MPSC is thus requested to approve this
incremental, low risk addition to the overall SMGC system and mske natural gas
available to these five communities plus farm tap customers in south-ceniral Missouri.
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Residential

Excluding Greene County, which is traversed by Tartan’s SGMC project only
to obtain a Springfield area gas supply, the five counties in which SMGC proposes to
serve various communities have historical 1970 and 1980, as well as current 1990,
census populations as given in Table | below. The column labeled "Assumed Growth
%" shown at below right is the trended growth percentage assumed by Tartan for

each county.

Assumed
County 1870 1980 1990 Growth %
Webster 15,662 20,414 23,753 1%
Wright 13,667 16,188 16,768 1%
Douglas 9,268 11,684 11,876 1%
Howell 23,621 28,807 31,447 1%
Texes 18.320 21.070 21.476 1%

Total Populstion 80,338 88,073 105,310’

TABLE ) -- COUNTY POPULATION & GROWTH TREND

The ten cities for which Tertan has franchises have respective 1980 populations
as given below. For purposes of this demand study, numbers of households in each
of the citles were uniformiy estimated by dividing the city population by the average
number of residents per household in the State of Missouri (approx. 2.4; per census
extrapolation for each yeer 2,000). The following Table Il summarizes the number
of houssholds by city with historical and current populstion for the Highway 60/63
project service sres:




City 1970 Pop. 1980 Popn. 1990 Pop.
Mansfield 1,056 1,423 1,429 595
Marshfield 2,961 3,871 4,374 1,822
Ava 2,504 2,761 2,938 1,224
Mountain Grove 3,377 3,974 4,182 1,742
Cabool 1,848 2,090 2,006 836
Willow Springs 2,015 2,215 2,038 849
West Plains 6,893 7,741 8,913 3,714
Mountain View 1,320 1,664 2,036 848
Houston 2,178 2,157 2,118 883
Licking 1.002 1.272 1.328 563
25,154 29,168 31,362 13,066

TABLE Il -- CITY POPULATIONS AND ESTIMATED NUMBER OF HOUSEHOLDS

Informal polling of various of the above city governments in late 1992 through
1993 yielded empirical confirmation of the Table i approximation of household
(residences) counts. The confirming counts were usually based on number of
electrical utility services and/or water gervices with estimated adjustments for
multifemily housing. The counts generally agreed within +/- 10% of these uniformly
calculated estimates of number of households, with the above calculated numbers
typically being slightly conservative. Exhibit FS-15 MISC. COMPARISON DATA
summarizes various of the dats used in part for household count confirmation.

For @ celculated estimate of the number of households that would be natural
ges customers in the franchised cities (i.e., convert 10 natural gas for heat and/or
other use), 8 conservative industry sverage would be 70% of all households to which
netural gas Is available, including 90 + % of all households which use propane or fuel

ol for heating, within three years of the gas first becoming avallable. The three year

18-




timeframe assumes a reasonable gas marketing effort by the local distribution utility
with some subsidy of customer conversion costs (see Exhibit FS-16 CONVERSION
INCENTIVE PROGRAM SUMMARY for Tartan’s proposed SMGC conversion incentive
plan). Using the 70% conversion percentage, the estimated number of natural gas

customers per franchised city after three years is given in Table Il below.

Initial Estimate Counted # of Estimated #
City of NG Customers Propane Tanks*  Propane Tks.
Mansfield 416 N/A 450 ®**
Marshfield 1,275 N/A 1,250 %
Ava 856 N/A 850 #e
Mountain Grove 1,219 N/A 1,200 ==¢
Cabool 585 683 683
Willow Springs - 594 595 595
West Plains 2,699 2,010 2,010
Mountain View 593 626 626
Houston 618 *¢ 600+ 626
Licking 387 N/A 376 **
9,142 4,614 8,664
TABLE Ill -- ESTIMATED NG CUSTOMERS VS. PROPANE TANK COUNT

Wetss: 'mmm-ﬂnh-hmmﬁﬂmmhhmhhdhm
govm oitlin that were tho rssle of tho Highwey 68D prejes, el rescamprehansiva drvcaround cuveys werd cenduiied in ehlse that
wvere latr addad 50 the musious group. Mansfield heo o propano Sank denolty (7 tanks por @ houmes] roughly oquivatent te Cibbast; Marshileld
n.muuw&nmummmummmmmmmum
Codngn o1 Mowntaln View,

0 Tyoo tardhs counts wern avellable fer Houstons the eviginel cownt tetsled 702, but ls belleved 12 have Inciuded commevcial end outside

...m“mm—-ummmmumum
When estimating the actions of a population, arbitrary use of typical "Industry”
percentages, such as the 70% conversion rate cited above, however valid these may
be elsewhere, sometimes can yleld very misleading results. To make the use of a

70% household conversion rate less arbitrary, Tartan sought substantiation via



multipte dats sources. First, where available, counts of existing propane tanks were
reviewed; givan competitive pricing, Tartan has high confidence that 80+ % of typical
residential propane users will convert to natural ges when it becomes avallable.
Propane tank counts, where available, for the various franchised cities are listed
opposite the estimated nousehold conversion rate in Table lll abave.

it can be sean from Table Il that the estimated propane tank count, based
directly on counts or reasonably analogous estimates and with the high confidence
assumption of a relatively high propane user conversion rate, plus any minimal
allowance for fuel oil, wood heat and other conversions, supports Tartan’s 70%
estimate for household conversions. An exception might be in the case of West
Plains.

Imerface with West Plains city government revealed that most new home
construction there within the past 10 years has been all-electric, thus further
substantiating both the relatively lower propane tank count and the need for an
adjustment in Tartan’s initial household conversion estimate (see footnote below). On
the basis of largety ali-electric home construction in recent years, the West Plains
estimate of household conversions within the first three years was reduced to 2,228

(l.e., 60% conversion rate) for purposes of this demand study.

Festmatac




_ Additional support of the 70% household conversion rate anticipated by Tertan
was taken directly from the November 2, 1993 franchise ratification votes in 7 cities
(summarized in Exhibit FS-15 MiscC. COMPARISON DATA). Of 2,339 total votes
cast, 1,588 voted yes versus 751 no votes for a 67.9% endorsement of natural gas

in the seven cities. This leve! of endorsement came despite the vote being held on a

day of extremely inclement weather, with few or no additional issues on the various

city ballots, and despite a major, last minute, opposition publicity campaign mounted
by local propane intarests.

in one specific instance, Tartan believes that ratification of the Cabool franchise
(which allowed the city the option of constructing its own natural gas distribution
gystem as described elsewhere in this study) wag successfully deflected in the voter's
viewpoint from being a ratification of natural gas pecoming available in the city into
a vote on whether the local citizens wanted the city of Cabool to be In the natural gas
business. Cebool wes the only franchise not ratified in the November 1983 election,
with a vote count of 168 yes versus 169 no. A second ratification vote Is planned
in Csbool in February 1994, 10 be preceded by petter public education concerning the
benefits of natural gas and the nature of the franchise. Removing the Cabool results
from the November 1993 totsl vote tally would yleid 2,004 totel votes, with 1,422
yes and 682 no for 8 71.0% natural gas endorsement.

As 8 third snalogous conflrmation of Tanan’s anticipated conversion rates, the

most recently converted city closest o the Tartan’s SMGC Highway 60/63 project
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was scrutinized. in the City of St. James, Missouri, the September 1992 first
availability of natural gas, the same distribution project management firm {Utter and
Associates, Inc.) as that to be used by Tartan for SMGC, and a strong natural gas

marketing effort have led to conversion rates of 62.5%, (1,300 total homes with 924

on propane; 758 homes converted of a total 812 signed up through December 1993)

with 80+ % of propane homes converting, within the first 16 months of gas
availability.

A fourth and final confirmation was taken from a review of previous natural gas
feasibility studies performed by third party consultants for various cities in Missouri
(including some cities that will be part of Tartan's SMGC project). A total of six
studies were reviewed; household conversion rate assumptions ranged from 50% to
78% in this group of studies, with these assumptions supported by @ wide variety of
sources, including direct sampling and/or polling of the tocal populations. Tartan is
confident that its assumption of 8 70% household conversion rate in three years for
the SMGC Highway 60/63 project is both valid and conservative.

Average demand (i.e., consumption of natural gas) per residential customer was
estimated using Missouri-specific data from the W._Anmuuﬂﬁl ("NGA
1991"; compiled by the Energy Information Administration, Office of Ol & Gas,
Reserves and Natursl Gas Division, U.S. Dept. of Energy, Washington, D.C. 20586).
The five years of Missouri residentiel snd commercial consumption data (average
annusl consumption pef residential of commercial consumer) presented therein are as

folow in Table IV:




Residential

Cammercial 602
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TABLE IV - MISSOURI HES!DENT!AUCOMMERCIAL CONSUMPTION HISTORY
For purposes of this demand study, Tartan elected to assume an average annual
consumption per rasidential consumer (i.e., household) of 100 MCF. A confirmation
review using textbook values for average winter heat load (and annual other-use load)
per degree day (using Springfield NOAA degree day data) for the Springfield to West

' Plains area was made to support this NGA-1991-based assumption (Note: The NOAA

and AGA Springfield heating degree day data used is that given in Exhibit FS-17

DEMAND FORECAST, page ‘3, Section 5). Lastly, information from recent Laclede
Gas Company annual reports was reviewed to elicit comparison data for the St. Louls
sren (0.g., in 1991, the average annual consumption per residential customer for
Laclede’s service area during the previous 10 years was 111 MCF). Tartan’s 100
MCF per residence assumption is believed both valid and conservative.

Section 1 of Exhibit FS-17 DEMAND FORECAST glves residential demand.
forecasts by city for the first 10 years of the SMGC project. This exhibit uses
residential demand growth rates of 1.3% for each city. These are based on historical
popuistion trends (from Table Il data; supported by trends as given in Table |) and
current forecasts of individual city growth plus an allowance for cantinued existing
home conversions to natural gas. This section shows conservative Years 3, 6 and

10 residentisl demand to be 880,200, 1,016,429 and 1,081,367 MCF per yeer, respectively.




Commercial

commercial damand was evaluated in two way$s for purposes of this study.
Studies published by the American Gas Association note commercial demand on
average equaling approximately 38% of residential demand. Applying this percentage
to the Residential Demand totals of Section 1 of Exhibit FS-17 DEMAND FORECAST
and using a somewhat more conservative aggregate commercial growth rate of 1.0%
per year (i.e., post-year-3; as @ region versus an individual city basis), a forecast of
commaercial demand for the same time period was produced. This forecast is included
in Section 2 (1st calculation) of Exhibit ES-17 DEMAND FORECAST.

Faced with the use of another "industry” percentage, albeit a well supported
one, to forecast commerclal demand, Tartan reviewed other Missouri-specific
information included in the NGA 1991. Numbers of commercial versus residential
consumers for Missouri in the years 1987 through 1891 were reviewed, as given in
Table V-a below, on & percentage basis. Total commercial consumption in Missouri
versus total Missouri residentlal consumption, as a percentage for each of the years
1987 through 1991, were also reviewed, as given in Table V-b following. As can be
seen from Table V-b, the average commarcilal vs. residential consumption percentage
for Missourl during the 1987'-1 891 timeframe was $0.4%, which I8 significantly
higher than the typical 38% average value published by the AGA. The product of this
Missouri-specific 60.4% commercial vs. residential consumption times the residentlial
consumption forecast for the SMGC Highway 60/63 project is given in Sectlon 2 (2nd

calculation) of Exhibit FS-17 DEMAND FORECAST.
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Comrnetcial {x1000) 97
Rasidential x1000 1,181 1,195 1,209

% #Comm./#Res. 8.2% 8.0% 8.3%

TABLE V-a -~ NUMBER OF COMMERCIAL AND RESIDENTIAL USERS

Commercial ot 58,205 63,839 63,039 58,367 63, 191
Residential x10% 116,050 128,317 1 29,144 11 5,950 1 20,680

9%, #Comm./#Res. §0.2% 49.8% 48.8% §0.3% 52.4%
TABLE V-b - MISSOURI COMMERCIAL vS. RESIDENTIAL CONSUMPTION

Tartan has averaged the demands generated by both the typical industry 38%
velue and the Missouri-specific §0.4% value 10 produce for this feasibility study what
is betieved t0 be a very conservative forecast of future commarcial gas consumption
equeling 44.2% of residential gas consumption in Years 1 through 3, with 1% annual
growth thereafter. Review of the Missouri-specific percentage of commercial vs.
residentiel customers givenin Table V-a 8bove versus the data shown in Exhibit FS-19
MiSC. COMPARISON DATA gives further support for Tartan’s 44.2% forecast. This
forecast produces Yeer 3, 5 and 10 commercial demands of 437,748, 446,547 and
469,326 MCF per yes’, respectively.

ingustrisl
industriel demand generally defles broad percentage forecasting, since actual

use s highly depondent oN industry location, whether process gas is involved and
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specific plant type laMmmwhmMﬂmem

depending on the type of product or meanufacturing invoivedj. The avalisbility of
Missouri-specific historical data for lndustrial vs. residential natural gas consumption,
howaver, does provide a basis for a tentative beginning estimate of industrial
consumption for the: SMGC Highway 60/63 project. Table Vi below gives Missouri
industrial ve. residential consumption ¢or the years 1987-1991, as well as yearly
industrial/residential percentages. An average industrial consumption for Missouri as
a percentage of residential consumption can be seen to be 45.1%. Section 3 (1st
calculation) of Exhibit FS-17 DEMAND FORECAST uses this Missouri-specific
percentage and conservative 1% annual post-year-3 growth to give a first estimate

for SMGC Highway 60/63 project industrial consumption.

MMJM]&&QJ.&BJ.

industrial xiowh 54,326 54,243 53,936 654,636 67,196
Residential xowd 116,060 128,317 129,144 115,950 120,680

% #ind./#Res. 46.8% 42.3% 41.8%  47.0% 47.4%

TABLE VI -

identification, survey of polling of potentisl industrial customers must be undertaken,
with due care tsken not 10 classify larger commercial customers as being in the

industrial cetegory. TO dste, Tartan has identified high probability industrial ussge

-26-




along the proposed SMGC system that totais 580,000 MCF per day at the end of year
3, This demand is spread between at least five separate city locstions and by no
means reprasents a complete polling of all potential industrial rate CUstomears for the
project.

Section 3 (2nd empirical determination) of Exhibit FS-17 DEMAND FORECAST
includes this identified near-term industrial demand. An annual growth rate of 1.0%
is forecast by Tartan for this demand post-year 3. To ensure that the industrial
demand assumed for this demand study is adequately conservative, the product of the
first Mluourl-percentage-basod industrial demand calculation and the somewhat
higher resuit of the identified industrial demand were averaged to give the industrial .

demand numbers ghown in Section 3 of Exhibit F§-17 DEMAND FORECAST.

Peak Demand Assesament

Design and sizing of the SMGC trunk pipeline and distribution systems in the

verious cities require that pesk toading (l.e., the maximum hourly and delly rete of ges-
- consumption) be considered as well as the average dally amounts of gas consumption.
Section 4 of Exhibit F8-17 DEMAND FORECAST aieo includes Tarten's forecasts of
residentias! sessons! peak loading due to varying heat loads, plus normal non-heating
loeds and routine load factor fluctuation between average and peak dally commercial
(varying heet and business hour loads) and Industrial (varying production processes,
hest loads and operating hours) demand rates. Using Tartan management exparience,

the American Gas Associstion (AGA) Gas Engineer’s Handbook (1st Ed., 1966, 8th
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plans will continue to be developed up to and during the construction process
concerning the timing of staffing decisions and, in some cases, whether to contract
out or provide in-house service capability(s). Also influencing SMGC's final employee
organization and O&M budget will be the decisions by the individual cities concerning
whether to own and operate municipal distribution systems or to allow Tartan to
provide gas distribution via franchise. These preliminary estimates, however, do
provide for the flexibility to make certain that adequate response personnel are

available at all times and that customer service needs are always met.

CONVERSION INCENTIVE PROGRAM

The SMGC investment in its proposed five county service area will generate
acceptable returns for the investors only if sufficlent customers use natural gas.
Tertan expects that the majority of system customers will be those that connect t0
the system within the first two years of gas availability. To foster a rapid buildup of
customers, SMGC will provide natural gas service connections and appllance
conversions at no cost to the customer during the first 24 months after natural gas
service becomes avallable in 8 community. Additionally, in-house piping will be tested
and revitalized and, in some Cases, appliances modified or upgraded (at-cost) as
nesded, 10 ensure safe natural gas service in the most convenient manner for the
customes. A cost-neutral appliance purchase plan also will be available for those

customers needing or wishing to purchase new gas appliances.
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Exhibit FS-16 INCENTIVE PROGRAM SUMMARY gives additional details of
Tartan’s SMGC conversion incentive program. The average cost of the proposed
conversion incentive program subsidies included in the distribution system cost
estimates is approximately $200 per residence. The at-cost or cost-neutral features
of the conversion incentive program will entail some minor administrative burden and
expense which will be absorbed routinely within Tartan’s accounting and
administrative structure.

The capital investment required to provide the above discussed programs is
proposed to be included in the rate base of the SMGC system. All customers will
benefit from this program and all customers will pay for the service over the life of the
syster. This program provides confidence to the investor that there will be sufficient
customers using the system near-term to justify the substantial risk of capital required
to bring first time natural gas service to the region.

Inclusion of this program is a corner stone to the approach that will allow a
significant area of Missourl to enjoy the benefits of natural gas and make the project

risks scceptable to the investor.

ECONOMIC ANALYSIS

The development of economic projections is the tying together of the various
study data into yearly revenue and expense statements. The total investment of the

system, the operation costs projected for the system, and the total demand for natural
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