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1. PROCEEDINGS
2 JUDGE WOODRUFF: Let's go ahead and
3 come to order. Welcome back to GR-2004-02009. I
4 We're moving on to a new issue today on class costv
5 of service and rate design.
6 Before the -- I start with the mini
7 openings, I wanted to inguire about the partial
8 non-unanimous stipulation that was filed two days
9 ago and then amended vesterday. Has there been

10 any discussion amoeng the partlies as to whether or
'11 not there will be any objections to this?

12 MR. HACK: I can't report any

13 further discussions than I reported vyesterday,

14 Judge.

115 MS. SHEMWELL: Perhaps right.after
16 break, Mr. Franson could -- he's the one working
17 on that. I'm not aware of any further

18 discussions.

19 JUDGE WOODRUFF: All right.
20 MR. CONRAD: We haven't had any --
21 any discussions about -- vou know, we saw -—-—

22 forgive me, I think it was either Thursday or

23 Friday on those preliminary draft being circulated

24 on some of the i1ssues, and that's the last

25 discusslion that I had.

T T o pas _ﬁ
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T had railised an issue with Mr. Hack,

and my expectation is based on that discussion
that may be able to be addressed when Mr. Noack is
on tomorrow.

JUDGE WOODRUFF: Okay.

MR. CONRAD: I haven't seen the
final thing and we haven't seen, as far as I know,
the -- whatever the amendment was.

JUDGE WOODRUFF: Okay. If possible,
I'd like to know before we finish with this issue
so that T know whether or not we need to start
moving forward with testimony on those issues.
Because we are rapidiy running out of time, and
I'm sure nobody wants to be here in the evenings
next week or something to take care of all this.

MR. MICHEEL: Your Honor, 1've
provided the court reporter with a copy of the
complete video deposition of Travig Allen that's
been marked as Exhibit 217. At this time I'd like[l

to move admission of Exhibit 217.

JUDGE WOODRUFPF: 217 has heen

offered into evidence. Are there any objections
to its receipt? Hearing none, 1t will be received
into evidence.

All right. Let's then move on --

MIDWEST LITIGATION SERVICES
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MR. SCHWARZ: Judge? I have one

more preliminary matter. There is an issue
between the Staff and the Company on one side and
Public Counsel on the othex, I believe, as to
miscellaneous charges.

It was our understanding that that

would be handled ag part of rate design. Staff's

oo =1 o L e e N

witness i1s Mr. Imhoff, he 1s not listed on that,

O

and with the -- T mean, T1'd ask Public Counsel 1f
10 that's their under -- I mean, my understanding was
11 that i1t was going to be handied at this time. Mr.
12 Imhoff has not been offered previously, and would
13 be offered for cross examination on that.

14 JUDGE WOODRUFF: You want to put him
15 on after Mr. Beck?

16 MR. SCHWARZ: It would be better if
17 he could go this morning, if that's suitable with
18 the other parties. He's got prior commitments

19 this afterncon. Tt's not insurmountable, but it
20 would be preferable.

21 MR. MICHEEL: I have no problem with
22 that, Your Honor.

23 MR. CONRAD: Who was 1t?

24 MR. SCHWARZ: Tom Imhoff on the

25 miscellaneous charges, the connection fees and

EET A 4 ST TSN AP V048
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reconnection fees.

MR. CONRAD: I don't think we would
have a problem.

JUDGE WOODRUIREF; You want to just
take him first? Or i1is -- Mr. Hack?

MR. HACK: That's fine with us. We
have no problems.

JUDCGE WOODRUFF : Okavy. We'll take
My . Imhoff first, then, get him ocut of the way.

MR. MICHEEL: Yeah. Whatever you
need.

JUDGE WOODRUFE: All right. Well,
we'll start with mini openings, then, on the class
cost of services issues, beginning with MGE.

MR. HACK: Good merning. We're here
today to try the class cost of service and rate
design issues. By way of background I'll try to
explain briefly the concepts we'll be exploring
today.

Class cost of service is the

assignment of cost recovery as among or between

the customer classes, or interclass revenue

responsibility. In the case of MGE, there are {
four customer classes. Residential, small general

service, large general service, and large volume

e

==

MIDWEST LITIGATION SERVICES

www.midwestlitigation.com Phone: 1.800.280.DEPO(3376) Fax: 314.644.1334



Hearing 7/1/2004

oo =1 o L W N

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

1
Page 1989 |

service.
Three or four class cost of service
studies have been performed in this case. The

regsults of these studies are diverse and can serve
as guides to the Commission as 1t resolves the
issue of class revenue responsibility.

Ultimately, however, the
determination of class revenue responsibiliity
reguires the exercise of jJudgment and discretion,
and MGE 1s confident the Commission will review
the evidence and use sound Judgment in deciding
the class cost of service, class revenue
responsibility issue in thils case.

Rate design, on the other hand, is
the assignment of cost recovery within customer
classes, or 1intraclass revenue responsibility.
While also guided by reference to cost studies,
rate design decisions also involve considerations
of impact, equity, and risk allocation in relation
to customers within each customer class and in
relation to the Company, 1in addition to other
policy considerations.

In MGE's view, the LGS and LVS rate
design issues have largely been resolved by

modification to the Company's initial proposals as

e A e T3 B T 1 B B R D MR 1 PR T e S~ St
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explained in the rebuttal testimony of MGE Witness

Jay Cummings. Therefore, 1n our view again, the
significant rate design 1ssues in this case
involve the residential and small general service
classes.

These i1sgsues can be categorized 1nto
three distinct areas, although all three are
interrelated to some degree. These areas are
fixed monthly rate eilements, volumetric rate
elements, and miscellaneous service charges.

Before discussing each of thesge
individual issues, though, T'1ll try to provide a
little historical background that MGE believes 1is
very relevant to the Commlssion's decision on
these issues in this case.

The evidence will show that for at
least the last five fiscal vears, MGE's actual
residential average use per customer has
consistently fallen short of average use per
residential customer used in the rate setting
process.

It you'll look at the chart shown on
Jay Cummings' direct testimony, page 8, you can
see that the shortfalls have been significant,

ranging from a shortfall of 26 Ccfs, which 1s our

S eeeee— i .
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1 Dbilling unit per residential customer 1n the
2  supposedly cold period of FY '01, to a shortfall
3 of 227 Cct per residential customer in FY 2000.
4 No party has disputed this analysis.

5 Perhaps most telling, no party has really even
6 mentioned this anralysis 1in prepared testimony.
7 The evidence has shown that

8 approximately 85 percent of MGE's 500,000

9 customers are residential. Translating into

160 roughly 425,000 customers. The average shortfall
11 over that five vear period amounts to 123 Ccf

12 billing units per residential customer per year.
13 Priced out at our current volumetric
14 rate element of approximately 11 cents per Ccf,
15 this translates into an average revenue average
16 shortfall of five and three-quarter million

17 dollars. Clearly, therefore, volumetric rates
18 have exposed MGE to significant revenue

19 shortfalls.

20 You may be asking, okay, how does

21 this infermation relate to the rate design issues
22 presented in this case? The evidence will clearly |
23 establish, as shown, that MGE experiences

24 significant risk due to the high variability in

25 revenue gtreams assoclabted with volumebric rate

- e : — |
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elements. However, despite this evidence, no

varty othey than MCGE has offered any meaningful
solution to this problem.

MGE has proposed to address the

problem in three very concrete ways. One is to
increase the fixed monthly rate element by $3.50

for the residential customer class.

o ~1 e Uk W N

Two 1s to 1mplement a weather

O

mitigation form of rate design similar to one

=
(W)

already approved and in place for Laclede Gas

11 Company for the volumetric rate elements

12 applicable to the residential and small general
13 Dbusiness classes.

14 Three, increased miscellaneous

15 charges, primarily connect and reconnect charges,
16 to cover the cost of providing those services.

17 Taken together, all of these

18 proposals would significantly improcve the

19 reliability of MGE's revenue streams and enhance
20 the likelihood that MGE would actually be able to
21 achieve i1tg Commigssion authorized return.

22 In response toe the undisputed

23 evidence regarding revenue shortfalls experienced
24 by MGE due to heavy reliance on volumetric rate

25 elements, the Public Counsel has recommended that

T A T R N T = e
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1 the entirety of whatever increase the Commission

2 authorized for residential customers in this case

3 be recovered by way of volumetric rate elements

4 with no provision for weather mitigation or

5 weather normalization.

6 Tf adopted, this Public Counsel

7 proposal would increase the percentage of

8 residential distribution revenues MGE recovers by
9 way of volumetric rates. That percentage

10 currently stands at approximately 45 percent

11 wvolumetric to 55 percent fixed. Obviously, MGE's
12 exposure to volumetric risk would increase under
13 the Public Counsel proposal.

14 The Staff proposal is only somewhat
15 léss extreme. It appears that the Staff would

16 support some nominal, although as yet

17 unidentified, increase 1n the fixed monthly rate
18 element for the residential and small general

19 service classes.

20 In addition, the Staff supports an
21 increase in migcellaneous service charges that
22 would recover approximately 1.2 million in revenue |
23 requirement that would otherwise need to be

24 reflected in monthly rates. Monthly or volumetric

25 rates. E
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Like the Public Counsel, the Staff

also opposes any form of weather mitigation or
weather normalization rate design for volumetric
rate elements. While marginally less extreme, the
Staff rate design proposals would also increase
MGE's exposure to volumetric revenue shortfalls.

In conclusion, MGE believes that the
evidence establishes the existence of a problem.
The problem 1s that MGE's volumetric rate elements
have consistently produced revenue shortfalls in
relation to target levels established through the
rate settling process.

Simply i1gnoring the problem as the
Staff and Public Counsel rate design proposals
would have‘the Commission do will not make the
problem go away.

Therefore, MGE asks the Commission
to take meaningful steps to address the problem by

increasing fixed monthly rate elements,

implementing a weather mitligation form of rate
design for volumetric rate elements, and
increasing miscellaneous service charges, charge
levels to reflect the actual cost of providing
those services. Thank vou.

JUDGE WOODRUFF: Thank you. For

www.midwestlitigation.com Phone: 1.800.280.DEPO{(3376) Fax: 314.644.1334
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Staff?

MS. SHEMWELL: GCood morning. Staff
has, as will be shown in Mr. Beck's testimony, has
done a cost study and they have attempted to do it
in a very neutral way. Staff has no goals in this
cagse other than to come to numbers it believes 1s
reasonable. And I think the evidence will show
that even neutral evaluators of this 1ssue can
disagree as to cost allocations among the various
classes of customers.

Staff's recommending at this point
that there be no change in the allocation of cost
to customers. The fixed customer charge, Staff
cannct support an increase of $3. This is a
monthly customer charge, and Staff testimony
certainly does not support the kind of increase
that MGE is reqguesting.

In terms of volumetric costs, there
are two costs there. There is a margin cost which

1s what MGE is talking about when they're talking

about the volumetric, and then there's a gas cost
which goes through the PGA.

The miscellaneous charges are going
to be addressed by Mr. Imhoff, and again, those

are the kinds of things that are connection and

[ S T
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disconnection, reconnection, those kinds of

things. And Staff believes that those costs

e |

should be supported by the actual costs of the

Company and genevally that the customers that

urn

cause those costs should be responsible for them.

Staff agrees that MGE should have
the opportunity, but not a guarantee, to earn the
return that the Commission recommends in this
case. Staff does not support weather
normalization. We did an experiment with another
utility company. We consider it still to be an
experiment. We do not know the results of that
experiment, whether or not it's necessary.

But elimination of weather risk
essentially eliminates all risk for MGE as a
utility company, and Staff does not believe that
that entire risk should be placed on customers.
That's all I have. Thank you.

JUDGE WOCODRUFF: Thank vyou. For
Public Counsel?

MR. MICHEEL: May it please the
Commission, the Office of Public Counsel is going
to be presenting two witnesses in this case,
Barbara Meilsenheimer and James Busch. Public

Counsel's cost allocation methodology is set forth |

— e i
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1 1in the direct rate design testimony of those

2 witnesses and the class cost of service study is

3 set forth in the rate design testimony of Mr.

4  Busch.

5 The Office of Public Counsel

6 recommends that the Commission use the cost of

7 service studies as a gulde and recommends that the
8 Commission only go halfway to Public Counsel's

9 recommended cost of service study, and that 1f any
10 party is -- any customer class, excuse me, is
11 getting -- no customer class should get a decrease
12 1f another customer class 1s getting an increase.
13 I want to talk just specifically

14 about the issues of rate design, and I think Mr. |

15 Hack weighed them out fairly adeguately, the fixed
16 monthly charge, the volumetric charge, and the

17 miscellaneous service charge. it
18 First with respect to fixed monthly

19 charge, the evidence is already going to show that

20 the fixed nature of that charge is already

21 deflecting variation from the weather for MGE

22 because that's a fixed charge and not tied at all
23 to the weather. So MGE's claims, the evidence

24 will show, that their costs are completely

25 dependent on the weather are simply not -- not

MIDWEST LITIGATION SERVICES
www.midwestlitigation.com Phone: 1.804.280.DEPO(3376) Fax: 314.644.1334
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correct.

Secondly, the cost of service study
done by the Office of Public Counsel indicates
that there should be absolutely no increase in
that fixed charge consistent with what the study _
of the Staff has shown and what Miss Shemwell said
in her opening.

Secondly is the issue of volumetric
charge, and this is where the, guote unquote,
weather mitigation rate design comes 1in. And the
Office of the Public Counsel i1s opposed to that
rate design.

Ms. Meisenheimer in her rebuttal
testimony conducted a study and set out, beginning j

at page 14, going over to page 15, six specific

reasons why the weather mitigation rate design is
inappropriate. The evidence will show that
customers will pay more 1in warmer weather and in

the colder winter months.

The evidence will show that
potential gain or loss from weather wvariation 1is
not symmetric 1f the Company 1s allowed to recover
uncollected gas costs due to PGASACA process. The
evidence will show that MGE's proposal virtually

eliminates a customer's ability to reduce the

—
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1 non-gas portion of the bill through reduced
2 consumption during the coldest months. So the
3 customer can't do anything to mitigate the
4 upward price volatility on the bill.
5 Fourth, the evidence will show that

& theilir proposed mandatory customer charge serves as
7 an additional obstacle to customers' ability to

8 lower their monthly bills.

9 Fifth, weather variation agalin, as

10 Miss Shemwell indicated, is the primary factor for
11 risk for local distribution companies. And if the
12 Commission 1s golng to adopt something like that,
13 which we recommend against, certainly there should
Wl4 be a reduction in the Company's rate of return.

15 Or customers would be made worse off.

16 And finally, the evidence will show
17 that MGE's proposed rate design increases upward
18 wvolatility of customers' utility bills in colder
19 than normal weather, and that 1s, I submit to you,

20 the exact opposite result that this Commission

21 wishes to reach.

22 Unstated 1in any of the openings so
23 far is MGE's proposal, alternative proposal, as I
24 understand it, for this Commission to implement a

25 weather normalization clause.

Jm —— —— — S ————
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This Commission with respect to this

Company on three occasions has dealt with MGE'sg
request for a weather normalization clause. On
all three occasions, this Commission has rejected
it for the policy and legal reasons set out in its
Commission's order.

I would submit to vou that three
strikes and you're out in this case. They've
already had their three strikes, they're out. But
the evidence will indicate various reasons and
contained in Mr. Busch's, I believe, surrebuttal
testimony as to why that's not an appropriate
thing to do.

Finally, the evidence will indicate
that MGE has reguested incredibly, you know, well
over 100 percent increases in certain
miscellaneous charges that we're going to hear
about. And certainly the rate shock and impact of
increasing those charges that large amount is
wheolly unacceptable.

I think at the end of the day, the

appropriate thing for this Commissicn to do is to

adopt Cthe Public Counsel ‘s proposed rate design
based on our class cost of service study.

JUDGE WOODRUFF: Thank you. Midwest
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Page 2001
Gas?

MR. CONRAD: Good morning, Your
Honors. At the copening gun of this case, 1 made a
brief opening statement. I'm going to endeavor

not to recover that ground, save to just make
reference to the 1985/1986 beginnings of
transportation in this, with the Case GR-85-264 in
which we took what were then sales rates for all
the customers, and simply for the transportation
customers, extracted from those rates the cost of
gas.

Now, that cost of gas now 1s over in
the PGA. At that time there were a few dollars of
gas cost 1n the base rates. Those were identified
and pulled out also. So what was left at that
time -- that had the i1ntended effect of disrupting:
what I was doing, but T'l1l try to recover.

That created a situation in which
the LDC -- at that time it was KPL and all the
other LDCs in the state, because that was the
generic docket, were essentially made indifferent
to whether they started transportation or not.

They did not like the concept to
begin with, so we thought, all right, one way to

get this going is to make them economically

B B S = W PP R T o e o
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1 indifferent to it, that they would in effect make
2 1t the same, whether they cold the gas or not.

3 Same was true, frankly, with respect

4 to Public Counsel's Office. They would have been

5 concerned about moving costs from one class of

& customer to another. By doing 1t that way, that

7 1issue was -- was taken really off the table.

8 But that left us with a margin rate

9 for transportation, and since 1985 and '86, that
10 has never really been explored by the Commission
11 1in any -- 1in any docket that I am aware of.

12 We've tried to raise a couple ot

13 things, and by saying that, I want to emphasize

14 that it's not our purpose in this case to get into
15 that in great detail. I would simply like to, in
16 amplification of the comments that have been made
17 by Staff counsel, point out that we believe that
18 cost causers should be cost payers. That shows

19 who are responsible for causing the cost to be
20 imposed should pay that cost. The class and even
21 if possible down to an individual customer basis.
22 S0 we agree with -- with Staff on
23 that particular point, but we obviously have some
24 disagreements with respect to how you identify who
25 caused a certaln cost. In that light, I want to
— — — I |
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1lift the top very qguickly for you on some of the

costs that have been 1in, historically, 1n that
margin rate that continue to be there. And

because of the cost of gas escalation, which 1is

taken care of for the Company for the most part

through the PGA.

The cost of that gas inventory which

the Company feels it needs to maintain in storage
caverns, while not directly charged to
transportation customers, to the extent that's
included as a rate base item, the Company is
allowed to earn a rate of return on the investment
that it has 1n that storage inventory. But that
storage inventory i1is held for the purpose of
providing gas to system supply or to sales
customers.

The meter reading ilissue. For
industrial customers, LVS customers, back as a
part of a -- of an earlier rate case settlement, T
believe it was the last KPL case before MGE took
over, those customers were asked to and finally

agreed to pick up the cost of installing

electronic gas metering equipment on each of their
installations. Up to as much as $5,000 per

installation.

—p—
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The other rate pavers were

exonerated from that. That was done to create a
benefit not only for the system, but for them, and
also to provide the interstate pipeline with data
that i1t could use to bill the local distribution
company for the rest of the transportation
services. But they picked that up.

Other meeting -- meter reading costs
are pald by all the rate payers, but part of that
gets loaded back onto the LVS transportation
customers who have already paid for it once and we
don't think should pay for it again.

Bad debts, predominantly bad debts
do not come from the transportation customers.
Predominantly bad debts come from the sales
customers. And because, bluntly, the cost of gas
has increased significantly, that again is asking
transportation customers, when those are flowed
back to us, that's asking transgportation customers
to pay for gas which the Company bought, sold to
some other customer, but that other customer
chose, for whatever reason, justified or
unjustified, to not pay for it.

Well, we buy ocur own gas, and

certainly the class should pick up the cost of its

MIDWEST LITIGATION SERVICES
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own class' bad debt. But not the cost of gas of

some other customer class.

Working capital, the Company is

[T ¥ A

reguired to expand working capital and provide ;

n

working capital for 1ts operations, Judge, and

(o)

again, primarily because of the cost of gas and
the gas supply, a lot of that working capital is
properly allocated to the sales customers.

And finally, the gas purchasing

e BN e BN s BENEN

1 activity and all persconnel that involve themselves
11 in that from day to day and week to week. They

12 perform a useful function. We have heard some

13 evidence already in this case that they may not be |
14 performing it as well as maybe some parties would
15 like, but they do perform that function in some
16 way, shape, or form. But our customers buy their
17 own gas at their own cost at their own expense,
18 and so those costs ought to be pushed away.

19 All that is 1in order to say that

20 when vou take those costs out of what we believe

21 1s a proper cost study, which is, frankly, the one

22 originally done by the Company, subject to an

23 adjustment that the Company recognized to correct
24 an error, vou end up with something close to what

25 Mr. Price of FEA has come about. And that study

———— . Bt
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includes those costs that I've mentioned that

ought to be taken out.

So at a minimum, there should be no
-- there should be no more -- I guess I should say
at a maximum, there should ke no more than that
cost study shows that's allocated to the
transportation customers. And even that, we
believe, is an overstatement because 1t 1includes
these items.

We'll get into those one at a time.
Hopefully, that gives you a little bit of an
orientation to it, Judge. Thank vou.

JUDGE WOQDRUFF: Thank you, Mr.
Conrad. For Jackson County, UMKC and CMSU?

MR. FINNEGAN: Good morning. I'm
Jeremiah Finnegan, I'm representing Jackson
County, the University of Misscuri-Kansas City, or

else UMKC, and Central Missouri State University,

or CMSU.
On behalf of Jackson County, UMKC, |
and CMSU, we are basically -- almost all of them
go through most of the classes of customers. We
-- within -- we buy gas as residential, small

general service, large general service, and large

volume. Jackson County not so much so, but UMKC %
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and CMSU have residence halls.

Jackson County 1s here representing
all of Jackson County, which means all the classes
of customers. And the major concern here is that
there's a fair and impartial cost of service study
that all classes of customers are treated fairly.

With respect to UMKC and CMSU, we
have joined with MGUA in filing testimony of Mr.
Don Johnstone. Our major concern, though, for the
universities 1s the fact that they have -- they
take LVS gas through multiple meters. CMSU takes
it through 14 meters and UMKC has five meters to
receive their LVS gas.

And there was an agreement reached
with the Company earlier with respect to the
multiple meter charge. There is presently in
effect a discount for any meter beyond two, after
the first two meters, which is 50 percent of the
current rate and which eqguals $204.65 a meter,
which 1s still subétantial.

The agreement, and I understand
there 1s no objection to this by any party, 1is
that if there ig an increase in the LVS customer
charge, that the $204.65 rate remains the same for

the meters beyond two. So that there would be an

N
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adjustment in the percentage, and that's -- we're

very lnterested in that. So thank you.

JUDGE WOCODRUFF: Thank vou, Mr.
Finnegan. For the Federal Agencies?

MAJOR PAULSON: Good morning,
Commissioner, Judge. I'm Major Paulson, I
represent the Federal Executive Agencies in their
capacities as customers of MGE.

The Federal FExecutive Agencies'

major 1installations served by MGE are Whiteman Air

Force Base and the Department of Energy facility
in Kansas City, Missouri. Both of these
installations are LVS transportation only
customers, they are not gas supply customers.
Whiteman Air Force Base also received service to
its military family housing area as an LGS
cusltomer.

The Federal Executive Agencies' cost
of service study shows that both the LVS and LGS

class are overpaying above their cost of service.

The LVS class is overpayving by 18 percent, and the

LGS c¢lass 1s overpaying by 60 percent. Prefiled
testimony by the Federal Executive Agencies, OPC,
Staff, and the Company all indicate that the LGS

class 1s overpaying.

www.midwestlitigation.com Phone: 1.800.280.DEPO(3376) Fax: 314.644.1334
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1 As you've heard previously, cost of

2 service studies are a guide. The ultimate goal is |
3 just and reasonable rates. And in determining

4 Jjust and reasonable rates, the Commlssion can

5 consider the impact of shifting revenues between

6 classes. The Federal Executive Agenciles, Staff

7 and Company have all stated in prefiled testimony

8 that an equal percent increase across all customer

# 9 classes would be reasonable.

10 The one cost of service study that

11 departs from this 1s the OPC study, and I would

12 suggest to you that you consider the comments that
13 the OPC attorney made where he said three strikes
14 and you're out.

15 Much of the differémce between the

16 OPC study and the other studies i1s based on a i
17 methodology for allocating the mains, called the

18 relative system utilization method. This

19 methodology has been presented to the Commission

20 1n the past, 1n past MGE cases, and 1t has been
21 rejected.
22 The Federal Executive Agencilies
23 recommend that you consider reducing the amount of
24 any increase to the large general service class by
25 25 percent.

e ————— o o
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For example, let's say the

Commigssion approves a 5 percent increase. The LGSE

increase under our proposal would be 3.75 percent,
and according to our calculations, the increase
for the other classes would be 5.05 percent.

One final comment. We also agreed
with Staff's statement that customers should not
pay for services they do not use, and we would ask
that you pay particular attenticon to this concept
as vou listen to the discussion and the testimony
about the gas costs being charge to the LVS
customers. Thank you and that concludes my
comments.

JUDGE WOODRUFFE: Thank vou. City of
Kansas Cility and City of Joplin are not hére, at
least I don't see anyone.

So we'll move on to the first
witness, and by agreement of the parties, it's
going to be Tom Imhoff for the Staff.

Please raise your right hand, 1'11
swear you in.

(Witness sworn.)

THOMAS IMHOFF, testified as follows:
DIRECT EXAMINATION BY MR. SCHWARZ:

Q Thank you. Would you state your

MIDWEST LITIGATION SERVICES
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name and place of employment for the record,

please?

A My name igs Thomas M. Imhoff, and I

work for the Missourl Public Service Commission.

Q And in what capacity do you work?

A I am the manager over the energy
department's rates and tariffs -- rate design.

Q And did vou cause to be prefiled in

this case direct testimony which has been marked
as Exhibit 818, rebuttal testimony which has been
marked Exhibit 819, and surrebuttal testimony that
has been marked 8207

A Yes.

Q Do you have any corrections to make
to that testimony?

A I do, to Exhibit No. 818, which 1s
my direct testimony.

Q Would you --

A On page 9, first line, compounded

per month should be deleted. And then the whole

sentence beginning on line 2, in other words, the

late pavyvment charge would not be applied to a

previcus late charge balance, thus eliminating the |

compounding effect of the late payment charge,

that should also bhe deleted.

e
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Q Do you have any other corrections to
make to your prefiled testimony?
A Not that I'm aware of at this time.

Q If I asked you the same gquestions
today, would your answers be substantially the
same?

A Yes, they would.

O And are those answers true and
correct to your information and belief?

A Yes, Lhey are.

MR. SCHWARZ: I would offer Exhibits
818, 819, and 820 into the record, and tender the
witness for cross.

JUDGE WOODRUFF : It's my
understanding this is the only time Mr. Imhoff
will be on the stand?

MR. SCHWARY: That's correct.

JUDGE WCOODRUFF : Exhibits 818, 819,
and 820 have been offered into evidence. Are “

there any objections to their receipt?

MR. HACK: None.

JUDGE WOODRUFF: Hearing none, they
will be received into evidence.

All right. And for cross

examination, then, we begin with Public Counsel.
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CROSS EXAMINATION BY MR. MICHEEL:

Q Mr. Imhoff, it's my understanding
that your proposal with respect to these fees is

set out at page 6 of your direct testimony; is

that correct?
A Yes, sir.

Q And if I read your direct testimony

correctly, vou agree with changing the connection
fee from $20 to $45; is that correct?
A Yes.

Q Would you agree with me that that's

more than doubling?
A Yes.
Is that a considerable increase?

Yes, 1t is.

Somewhat, yes.

Q
A
Q And do you know what rate shock is?
A
Q

And ~- and what is it?
A Rate shock would be where there
would be a dramatic increase in a rate or a price

to the customer.

Q Like a -- more than a doubling? |
|

A Yes.

0 The second fee is the standard

reconnect fee, and that's increasing $10; is that

—

S ————r e

ro—

T e T T

MIDWEST LITIGATION SERVICES

www.midwestlitigation.com Phone: 1.800.280.DEPO(3376) Fax: 314.644.1334



Hearing 7/1/2004

Page 2014
1 correct?
2 A Yes, 1t is.
3 Q And is that based on a study?
4 A That's based off of the information
5 that 1 have received that's based off of the
6 Company's information that they gave me that would |
7 calculate it out.
8 Q Did you conduct your own study, Mr,

9 Imhoff? ©Or did you rely on information from the
10 Company?

11 A I relied on information that was
12 supplied to me from the Company.

13 0 Now, with the -- with -- and I just

14 want to understand your testimony, Mr. Imhoff.

15 You do not agree with the reconnection from the
16 curb going from 56 to $425; is that correct?

17 A That's correct.

18 Q And you're recommending that that

19 stay at $56°?

20 A Yes.
21 0 And why is that?
22 A Well, the Company had no support for

23 the $425 that they were recommending. And the
24 lack of any supporting documentation or contract

25 with an outside contractor, I could not go along
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with that.

Q Wwould a move from $56 to $425 be
shocking?

A Yes, 1t would.

Q And would that meet your definition

of rate shock?

A Yes, 1t would.

Q On the reconnection at the main,
it's my understanding the Company has proposed to
go from $106 to $425; and you oppose that. Is

that correct?

A Yes.

Q And why is that, sir?

a Once again, there was no support for
that increase in the rate. All of the reasons

that I gave for the reconnection at the curb are
the same for the reconnection at the main.

Q And then the final fee that you're
recommending is a $1.50 increase in the transfer
fee. Is that correct?

A Yes.

Q And that transfer fee is a fee when
I move from residence A to resgidence B and
transfer service; is that correct?

A Yeg.

www.midwestlitigation.com Phone: 1.800.280.DEPO(3376) Fax: 314.644.1334
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Q And did you receive -- did you

conduct your own study as to those costs?
A No.

MR. MICHEEREL: Thank you very much,
Mr . Imhoff.

JUDGE WOODRUFF: Kansas City and
Joplin are not here. Federal Agencies?

MAJCR PAULSON: No questions, sir.

JUDGE WOODRUFF : All right. I
believe Midwest Gas wants to go next?

MR. CONRAD: Not for this witness,
Judge. We don't have any gquestions for him.

JUDGE WOODRUFF : I might add that
Mr. Finnegan spoke to me before the hearing and
indicated that he would prefer that 1in cross
examinations, Midwest Gas go before Jackson
County. Unless there's objection to that, I don't
have a problem with that, so I'll make 1t that.

Mr. Finnegan, do you have any dquestions?

MR. FINNEGAN: I have no guestions
of this witness.

JUDGE WCOODRUFF: All right. For
MGE?
CROSS EXAMINATION BY MR. HACK:

Q Very briefly. Good morning.

. - L o
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A Good morning.

Q Mr. Imhoff, are you aware of whether
the Company has acquiesced or withdrawn its
request to increase the reconnect at the curb and
reconnect at the main?

A It 1s my understanding that they
have dropped that regquest and that they are going
to maintain those -- the $56 for the reconnection
at the curb and the $§106 for the reconnection at
the main.

Q Can you speak a little bit to the
history of the connect fee, both generally for
energy utilities and then specifically for MGE?

Maybe I'll be more -- when -- if you
went back five years, did any energy company have
a connect fee?

A No.

Q And when was the connect fee
initiated for Missouri Gas Energy?

A In their last rate case.

Q And was that connect fee the first
of its kind for an energy company in Missouri?

A It was the second. The first one
was for Laclede Gas Company.

Q I think if you'll go back, you might

— i
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find it differently, but I'll accept your answer.
When -- when it was set in MGE's
last rate case, was it deliberately set at a level
less than the full cost?
A I don't recall at this point. I'd
have to go back and look. I don't have that data.
Q Would it be fair to say, at least as
it relates to the last case, that the charge for
this service went from zero dollars to $207?
A No, 1t did not, in the last rate
case. It didn't go from zero dollars to $20. The |

transfer fee?

Q No, sir. The connect fee.

A Oh. I'm sorry. Yes.

Q And in this case, your analysis and
review of the -- the information provided by MGE

indicates that the cost of providing this service,

the connect service, 1s $45 per incidence.

Correct?
A Yes, it is.
Q And if those costs are not recovered

from the individuals asking that service be
connected, who else -- or where will those costs
be recovered?

A T would assume that 1t would come
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from the general body of rate payers.

Q So under -- under that scenario, a
customer who moves frequently would incur costs
borne by customers who do not move frequently?

A I'm sorry, could you repeat the
gquestion? T was lost.

Q Did you agree with me that -- that
the cost of providing the connect service,
according to the information reviewed by you, is
$45 an instance?

A Yes.

Q aAnd did you also agree with me that
if the charge for that service remains at $20,
that the -- the difference, the $25 per instance,

will be recovered through other rate elements?

A Yes.
Q And would you also agree with me
that -- that a customer who moves frequently may "

cause that $25 cost recovery shortfall more than

once?

A Yes.

Q And would that shortfall be
recovered by other customers who do not move gquite
so frequently?

A I would assume s0, ves.
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MR. HACK: Thank vou.

JUDGE WOODRUFFE : All right. We'll
come up f[or questicns from the bench.
Commissioner Appling, do you have any guestions?

BY COMMISSIONER APPLING:

Q Good morning, Tom.
A Good morning, Commissioner.
Q Do you think that MGE has a

reasonable expectation for an increase in the
connect and reconnect fees here?

Maybe not at the level they wish to
have requested, but during your study and your
looking into it, is there a reasonable expectation
that some kind of increase is justified?

A Yes. I believe so. The -- based
off of the information that they had supplied me,
when -- when these costs were calculated out to
the rates that we had recommended. So I'm not
sure as far as what would be a —- i1if there would
be somewhat less, I'm not sure.

COMMISSTONER APPLING: Okay. Thank
you.
JUDGE WOODRUFF : We'll move to

redirect, then? Or excuse me, Tecross. Public

Counsel?
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1 MR. MICHEEL: No, Your Honor.

2 JUDGE WOODRUFF: Kansas City and
3 Joplin are not here. Federal Agencies?

4 MAJOR PAULSON: No, sir.

JUDGE WOODRUFF : Midwest Gas?

6 MR. CONRAD: No, sir.

7 JUDGE WOCDRUFF: Jackson County?
8 MR. FINNEGAN: No, sir.

9 JUDGE WOODRUFFE : MGE?
10 MR. HACK: No, sir.

11 JUDGE WOODRUFF: -Okay. Now

12 redirect.

13 REDIRECT EXAMINATION BY MR. SCHWARZ:

14 Q Mr. Micheel asked you some questions
15 about your support for the connection fee,

16 reconnect fee, and transfer fee, and I would like
17 to -- you indicated that you reviewed the

18 Company's records. Is that correct?

19 A Yes.

20 Q What kinds of records did they

21 provide?

22 A They provided a breakdown of the
23 cost elements, cost components for the rates in
24 their response to my Staff Data Request. And that

25 Staff Data Request was Staff DR No. (0208.
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1 Q And in your course of employment

2 with the Commission, have you -- have you done
3 such reviews, for instance, in the PGA process?
4 A Yes.

5 Q So this is not something that's

& unusual or -- or out of the ordinary course of

7 procedures in rate cases?

8 A No.

9 Q - And I want to ask you a little bit
10 about rate shock as well. Particularly -- well,

11 let's take a look at the transfer fee first. That
12 increases a dollar and fifty cents.

13 A Yes.

14 Q Is that an increase that a customer
15 will see every month? |

16 A No.

17 Q So it -- it may be many months or

18 even years in between instances of customers

19 seeing a transfer fee?

20 A Yes.

21 Q Do you think that that's the kind of

22 thing that the customer would remember from, say,

23 six, eight -- eight months, 18 months ago, what
24 the transfer fee was?

25 A No.
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Q With the standard reconnect fee,

again, that's not something that a customer sees
every month and would then notice an increase from
one month to the next, would it?

A No. That's correct.

MR. SCHWARZ: Thank you. That's
all.

JUDGE WOODRUFE : All right. Mr.
Imhoff, vou can step down.

We'll move, then, to the witness for
the Company, Jay Cummings. All right. Please
raise your right hand.

{(Witness sworn.)

JUDGE WOODRUFF: You may be seated,
and you may inguire. |
F. JAY CUMMINGS, testified as follows:

DIRECT EXAMINATION BY MR. HACK:

Q State your name for the record,
please.

A F. Jay Cummings.

Q Mr. Cummings, have you caused to be

prepared and submitted in this proceeding certain
direct, updated direct, rebuttal, and surrebuttal
testimonies that have been premarked for

identification purposes as Exhibits 23, 24, 25,
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and 26, respectively?

A Yes, I have.
Q Do you have any changes or
corrections to make to any of those testimonies at

this time?

A Yes, I do.

0 What are they?

A On Exhibit 25, my rebuttal
testimony, page 36, line 9. The word benefit is
misspelled. We need to insert an E after the
letter N.

And then on Exhibit 26, ny
surrebuttal testimony, page 49, lines 15 through
20, and the associated footnote should be deleted.
In that instance I tried to oversimplify what is a }
much more complex calculation than I had at first
realized.

Very simply, 1n looking at
subsequent period ACA adjustments, the fact of the
matter is in a warm period vyvou're goling to under
recover gas costs under any rate design simply
because a portion of those gas costs involve fixed:

pipeline charges that are recovered I

volumetrically. The problem is it's not that |
simple to calculate, so I have deleted this. u
=]
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MR . HACK: Your Honor, may 1
approach and just mark the changes in the
exhibits?
JUDGE WOODRUFEF: You may.
Q {(By Mr. Hack) What page was the
other one on?
A In the surrebuttal, 1t was 49 and

the associated footnote.

Q Subiject to those changes, Mr.
Cummings, if I were to ask you the guestions posed
in those testimonies today, would your answers be
substantially the same?

A Yes, they would.

Q And are those answers true and
correct to the best of your information,
knowledge, and belief?

A Yes, they are.

MR. HACK: MGE would move the
admission of Exhibits 23, 24, 25, and 26, and pass
the witness.

JUDGE WOODRUFF: And this will be

his only appearance?
MR. HACK: Yes.
JUDGE WOODRUFF: 23, 24, 25, and 26

have been offered into evidence. Are there any

o L e g M s T T 3
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1 objections to their receipt? Hearing none, they
2 will be receilved into evidence.
3 And then for cross examination,
4 FKansas City and Joplin are not here, so we start
5 with Federal Agencies.
6 CROSS EXAMINATION BY MAJOR PAULSON:
7 Q Good morning.
8 A Good morning.
9 0 Is it Dr. Cummings or Mr. Cummings?
10 A Whatever you prefer, sir.
11 Q Well, what's the doctor -- what's

12 your doctorate in?

13 A Economics.

14 Q Economics, okay. University of
15 Texas?

16 A No, sir. University of Virginia. i
17 Q Virginia. All right.

18 Charlottesville. 1Is your system designed to meet

19 the peak demand?
20 A The sizing of various facilities are

21 designed to meet the peak demand.

22 Q And when is the peak demand?
23 A Well, it's in the winter months.

24 Q And who -- who is the customer class i
25 that contributes the most to the peak demand in i

— e

— —
e e g 3 . B e W =32 i

MIDWEST LITIGATION SERVICES
www.midwestlitigation.com Phone: 1.800.280.DEPO(3376) Fax: 314.644.1334




Hearing 7/1/2004

= W I

[on e B & o R

11
12
13
14
15
16
17
18
19
20
21
272
23
24
25

——

Page 2027 |
those winter months?

A Of all the classes, the residential
class contributes the largest portion of that
peak.

Q What would happen if your mains
weren't large enough to meet that peak demand?

A T presume there would be curtailment
during those very cold periods,

Q Have you looked at the Office of
Public Counsel RSUM methodology?

A I have not studied the methodology.

I've looked at the results of the study.

Q Do you have an opinion on the study?
A In the sense that -- let me focus on
~-— On malins. In the sense that mains are

classified as entirely a demand related cost, 1
have a problem with that aspect of the study, ves.
Q And what's the problem yvou have with
it?
A T believe a portion of the mains
investment should be considered as customer
related, since it's necessary to extend mains just

to reach the customer. Whereas the sizing of h

those mains should be -- should be the portion

that 1s considered demand related.

— — — v —
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1 Q What's the largest customer class

2 you have?

3 A The largest 1n terms of number of

4 customers?

5 Q Yes.

6 A Residential.

7 Q Is it your testimony that the LVS

8

class contributes 18 percent to the system peak

9 demand?
10 A The allocation factor T used for

11 peak demand does show a calculation that results
12 in 18 percent of that peak demand being attributed
13 to that class. Yesg, sir.

14 Q And did you attribute, I believe, 61
15 percent to the residential class; is that correct?
16 A That's correct.

17 Q Mains are 39 percent of the total

18 plant and service. Correct?
19 A Measured in terms of gross plant

20 wvalues, that sounds correct, ves, sir.

21 Q Yes. Your cost of service study

22 1indicates that the large general service class 1is
23 currently overpaying. Is that correct?

24 A Yes.

25 Q Is it correct that the results of

— e —
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the approach used by the Office of Public Counsel

is to shift costs away from the residential class
towards the other classes?

A Could vyou repeat that question?

Q Is it true that the result of the
approach used by the Office of Public Counsel in
their cost of service study is to shift costs away
from the residential class toward the other
classes?

MR. MICHEEL: T'm golng to object.
That asks -- calls for speculation. If he wants
to know what the purpose cf the 0Office of Public
Counsel's cost study is, he should ask a Public
Counsel witness. I don't think this witness is
competent to testify on the reasons behind Public
Counsel's rate design proposal.

MAJOR PAULSON: I'm talking about
the results. It's a mathematical function to
determine the regults. And in fact, if my notes

are correct, on page 24 of Dr. Cummings' rebuttal

testimony, he addresses that question.

JUDGE WOODRUFF: 1If the guestion 1is
to the effect of Public Counsel's --

MAJOR PAULSON: Yeah.

JUDGE WQODRUFL: Overrule the
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Page 2030

objection.

MAJOR PAULSON: That's the question.

The effect.

Q (By Major Paulson) Do you need me

T ey semgn

to repeat the question?

A No. That's okay. The proviso T
would make in responding is in comparison to the
Company's study, that is the end result, the end
mathematical result of the two studies, ves.

Q How many -- how many LVS gas supply

customers do you have?

A It varies by month.

Q Do you have a rough idea of the
percentage?

A It's a relatively small number. But

as I recall the numbers throughout the course of
the test year, it was as small as one or two and

as large as a dozen or so, as I recall.

Q Do you have a percentage?
A No, I don'ft.
Q Where is the gas inventory held on

the Company system?
A Tt's my understanding that these
facilities are -- are not owned by the Company,

but rather 1ts storage facilities on the pipeline

— I
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1 facilities. The interstate pipeline facilities.
2 Q Are the investment costs of these
3 storage facilities included in your cost of
4 service study in this case?

5 A There 1s a component of rate base
6 that involves gas 1nventory level, vyes, sir.

7 MAJOR PAULSON: That concludes my
8 questions.

9 JUDGE WOODRUFEF: Thank yvou, sir.

10 Then Midwest Gas?

11 CROSS EXAMINATION BY MR. CONRAD:

12 Q Good morning, Dr. Cummings. I'll

13 see if I can handle the microphone here correctly.
14 Let's start out looking, please,

15 sir, at your direct testimony, I believe that's
16 Exhibit 23. And at page 20, there is a question
17 and answer that begins on line 14 I want to start

18 vyou with. Do you agree with me that the Q and a

19 there is basically a summary of the intent of vyour
20 cost of service study?

21 A Yes, siv, that describes the purpose
22 of my study.

23 Q Now, yvou used the term right at the

24 end of that, lines 20 and 21, cost causation

25 principles. Do you see that phrase?
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Page 2032 |
A Yes.
0 By that you mean what?
A Judgments regarding the

determination of which types of costs are caused
by which types of investments, for example, or
which types of customers or which types of
characteristics of those customers.

Q You used the term judgment, but you
use here in your testimony the term principles.
What's the difference?

A Well, judgments are reguired. It's
not a science. It's an art to do a cost of
service study, and various judgments are required.

Q So would you agree with me that
while there ﬁight be practical limitations, it's
fair to say that the goal is to distribute the
cost to the class of customers that caused MGE to
incur those costs?

A That 1s the goal of the study, ves,
sir.

Q And conversely, would you agree that

if a particular cost is not caused by a class, the
cost should not be distributed to that class; 1is
that right?

A An ideal world, vyes, sir.
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Q Now, let me turn you to -- or ask

yvou to turn, please, to your updated direct, I
believe that's 24. Exhibit 24. And I see there
that you generally address the trend in usage of
the residential customers. You see that general
proposition in your updated direct?

A Can vou provide me a reference?

Q Perhaps I'm on the wrong exhibit.
Well, let me ask it another way. Let's strike
that -- that question because that may be the
wrong exhibit.

Let me just ask you this. Do you

know if the usage of residential customers on the

MGE system is sensitive to how cold the weather

is?
A Yes.
Q Yes. You agree that it is?
A 1 agree.
Q Now, you provided with your

testimony and its various iterations some work
parers, did you not?
A Yes, I did.
MR. CONRAD: Your Honor, I have two
exhibits, I'm ncot sure where our numnbers are. |

think we're somewhere around -- I think I have one
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1 that was premarked that was 602 that we redid, and
2 1 think I have one that's premarked that's 603.
3 JUDGE WOODRUFF: That's correct.
4 Rebuttal 1is 600. We left 601 aside because you
5 wanted to come back to it. 602 was -- yves. 603
6 will be the next one.
7 (Exhibit 603 marked for
8 identification.)
9 Q (By Mr. Conrad) Dr. Cummings, I
10 have placed bhefore you what's been marked for
11 purposes of identification as 603. Have you had
12 an opportunity to look at that?
13 A Yes, I have.
14 Q Do you recognize that document, sir?
15 A I believe this was one of my work
16 papers associated with the updated direct L
17 testimony.
18 Q Okay. And would, in the very lower
19 left bottom where it says D:\Jays update, would
20 the Jay be referring to you?
21 A Yes.
22 MR. CONRAD: Your Honor, with that,
23 I move 603 into the record.
24 JUDGE WOODRUFF: 603 has been |
25 offered into evidence. Are there any objections
———— — —
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to its receipt? Hearing none, it will be received |

into evidence.
(Exhibit 604 marked for
identification.)

Q (By Mr. Conrad) Dr. Cummings, I
have caused another document to be marked for
identification as Exhibit 604, and have laid that
before yvou. Do you also recognize that document?

A Yes, I believe this was among my
work papers supporting the same testimony.

MR. CONRAD: Okay. Your Honor, we
would move admission of 604.
JUDGE WOODRUFEF: 604 has been

offered into evidence. Are there any objections

to 1ts receipt? Hearing none, 1t will be received |

into evidence.
MR. CONRAD: Thank vyou.

Q (By Mr. Conrad) Now, let's turn to
603 for a moment, Dr. Cummings. And just so I am
following this document, this is indicating, in
the column regular bills by months January through
December, would that be the number of residential
bills the Company sent in that month?

A Regular bills meaning ongoing

customer bills as distinct, for examnple, from

B . e e o e o R
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1 final bills for those customers who terminated
2 service, ves.
3 Q And clarify, then, what the column
4 regular volumes means.
5 A The volumes associated with those
6 regular bills that were actually billed to the
7 customer.
8 Q And again, the units there that
9 wyou're using are?
FlO A Ccf.
11 Q Okay. Talk with me about the

| 12 columng as we move across there until we get to

i3 the adjusted bill and volumes, so everybody's on

14 the same page.

15 A The next column 1s the weather

16 adjustment. That 1s the calculation in the

17 Company's testimony as updated for this period to
18 adiust for the difference hetween actual and

19 normal weather.

20 The annualization column was the

21 Company's adjustment to reflect annualization of

22 growth within the test year -- or excuse me,

23 within this 12 month period January through

24 Decemher.

25 The apartment classification column
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is an issue that has been removed from this case,

and 1t had to do with a proposal that the parties
have determined to drop that would involve
reclassification of certain customers.

Load attrition, again, I explained
the load attriticon adjustment IiIn my direct
testimony. This is the calculation of the volumes
associated with load attrition.

The adjustment bill and final bill
column 1s the sum ¢f the volumes associlated with
bill adiustments Lhat occur in various months, as
well as the Ccf associated with final bills.

Q So the -- at the bottom of the
adjusted bill and final volumes column, below
that, there is a gap and then there's three

numbers. Do you see those?

A Yes, I do.

Q Help me understand what those three
are.

A Okay. The -- let's start with the

387,419,7%94. That i1s the total Ccfs summed across
these various columng. Regular volumes, weather
adjustment, annualization load attrition, the
adjusted bills, and the final bills.

The 387 1is the 12 month total. The
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Page 2038
two numbers above that are the splits between '

bills up to 68 Ccf and those greater than 68 Cct.
So the total of 325 and 62 million gives you the
387 total.

Q Now let me ask you to look, please,
at 604. Exhibit 604, and we start there with

January and go through December of 2003. Am I

correct?
A That's correct.
Q That's the same months as on 603,

you just didn't put the year in there?

A That's correct.

Q Now, LVS first step volumes and then
we have a second column for second step volumes.

Explain those quickly to me.

A The LVS rate structure 1s one that
has a two block rate structure, so these -- these
volumes break down the -- these two steps break

down the volumes 1in each block so that they can bei
priced out according to that rate structure.

Q And the last column there on the top
part, billing eguivalents, that number month by
month represents what, sir?

A Well, it's -- 1t's the number of

customer bills rendered reflecting the fact that
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we do have, as was mentioned earlier by Mr.
Finnegan, certain multiple meters that are
discounted. So it's not a pure count of meters,

it's somewhat less to reflect the discounted
meters.
Q Now, returning again to 603 for a

moment. If you just look at the regular volumes

column there for a moment, and that's kind of -- I
guess I would call that raw data? I mean, that's
unadjusted data, that's not been tinkered with for
weather or whatever; am I correct?

A It is the billed volumes, ves.

Q Billed volumes. Okay. Does that
column, as you lock at it, tend to demonstrate to
you the large variation of residential usage
during the months of the year?

A Yes, it does.

Q What would you, and I guess we could
do a calculation, but what would you estimate here
is the ratioc of the highest month to the lowest
month for the residential usage?

A Probably would be on the order of

magnitude of ten to one.

Q In looking at 604 for a moment, what

would appear to you to be an approximation of the

—
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ratio of the highest month to the lowest month for

the transportation usage?
A Well, 1t looks like, for example, 1n
January, vou have, oh, approximately 30 million

Ccf, and then in July you have approximately,

let's call it 8? So 30 divided by 8 1s just short

of ftour.

o 0~ oy W N

Q Now, if I'm correct, in order to get

G to the total volumesg for the LVS class, you would
10 have to sum those two columns together. Am I

11 correct?

12 A That's correct.

13 Q And if I did that on a horizontal
14 summing, just, for example, January, added

15 9,598,887 to the 20,343,363, then I would have

16 what the LVS usage was for the month of January?

17 A Yes. I would like to point out that
18 while not stated here, these volumes reflect the
19 several adjustments that were assoclated with the
20 large volume service class.

21 Q But you didn't break those I

22 adjustments out here the way you did on your
23 residential section?
24 A Not on the schedule because 1t was

25 not necessary because we were not proposing a

— T
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1 significant shift in the nature of the rate design }
2 as we were for residentilal.
3 Q Do you have any idea, Dr. Cummings,
4 what that usage might loock like if it were to be
5 placed on a graph or chart?
6 A Tt wouldn't show the great degree of
) 7 wvarliability month to month that yvou would see for
8 residential.
9 Q And if you were to see the data on

10 603 on a chart, what would that show you? What
11 would that look like?

12 A Much more variability.

13 (Fxhibit 605 marked for

14 identification.)

15 Q (By Mr. Conrad) Dr. Cummings, I

16 tried to save you a little bit of work here. We
17 have talked about the numbers on 603 and 604, and

18 I've showed you now a chart which is not from your

19 work papers, but if you would look at the bottom
20 part of that chart, I wanted you to notice the
21 numbers 387,419,794, and does that tie to the

22 total Ccf that you had indicated on Exhibit 6037
23 A Yes, 1t does.

24 Q And it also shows for the LVS total

25 wvolumes in the first and second steps 240,644,843,
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Does that number tie to the corresponding total

that you had indicated on your work paper 604°?

A Yes.

Q Would you please take a moment, sir,
and examine the rest of the numbers below the
chart itself and satisfy yourself that we have
correctly transposed those numbers from your work
papers into the data for the chart?

A Well, T would have to do substantial
additions on residential because, unfortunately,
there's not a total column by month --

Q Sure.

A -~ but -- but quite frankly, just
eyeballing a few of these, they look like they're
a reasonable representation of what's in 603 and
604 .

Q And we didn't -- we didn't attempt

on that to break out your adjustments which you
had on 603, or separately state those, did we?

A That's correct.

Q But those adjustments, if I
understand the total 387,419,794 Ccf, those are
incorporated in that total, are they not?

A Yes, Lhey are.

MR. CONRAD: Your Honocr, with that
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and the witness' testimony, I will acknowledge a

reasonable representation, T will move 605 into
the record.

MS. SHEMWELL: Judge, 1'm sorry.

JUDGE WOODRUFF: Go ahead.

MS. SHEMWELL: T think that Staff
and MGE had some discussion about whether or not
Exhibit 603 and 604 actually representi the test
yvear data, and if that 605 is labeled to represent
test year volumes, I think that 604 and 605 went
beyond the test yvear. So I'm not sure that this
exhibit 1s properly labeled. I think this may
include volumes that are outside of the test year.

JUDGE WOODRUFF : Mr . Conrad, do you
have a response to that?

MR. CONRAD: Why don't we ask the
witness because I'm working with his --

Q (By Mr. Conrad) Do you understand

the concern that Staff counsel has voiced about

the titling of the exhibit? |

A Yes.
Q Are 603 and 604 test year numbers?
A I'11l have to drop back a step and

provide some background, unfortunately, on this.

In the direct case, the Company used a test year

m—— o
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ending June 2003. With our updated test vyear

testimony with respect to the revenue 1ssues, what
I did 1s used the entirely rebuillt revenue for the
period ending December '03 as distinct from an

approach where vyou start with the June volumes and

then selectively update certain i1tems, which

ultimately is what 1s being done in this case,
both by the Company and the Staff.

So to try to provide a simple answer
to the guestion, yes, Lhere are certain volumes
here that are not part and parcel of the updated
test vear as ultimately developed 1n the case. I
hope that was somewhat clear.

Q So the clarification, I guess, that
you wéuld make to 605 is that the question would
be really whose -- whose test year. Would that be
fair?

A Or perhaps -- no. Because once
again, as the case has evolved, the Company has
agreed to a test yvear of June 30th updated for

selected i1tems. In other words, we have dropped

certain of these adjustments as presented here.
Q Well, I understand that. You -- you
mentioned, for example, the apartment

reclassification, I think, as you were going
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through 603. Correct?

A Well, even the annualization, for

exanple, or, for example, the weather adjustment.

What we started with ags we went through the series

of rebuttal and surrebuttal 1s an adjustment to

the June test vyear, not a year ending December.
But what I would suggest, Jjust
perhaps for clarification, 1s you could call this
MGE wvolumes for the vear ended December '03
adjusted. I think that's a fair representation of
what was in a piliece of testimony and the
supporting work papers, and that's Exhibit 24.

Just not use the word test vyear per se.

MR. CONRAD: Judge, I'd inguire, I
guess, of Staff counsel 1f that clarifies their
concern.

MS5. SHEMWELL: T think it should be
clear on here that this was not developed by MGE.
Because I think that the labeling indicates that
it was -- might be misleading.

MR. CONRAD: We'll stipulate that
it's not Laclede or Aguila.

JUDGE WOODRUFE: I think the point
1s, let me make sure I'm understanding this, this

chart 1s a representation of what came before in
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Page 2046 |
603 and 604.

MR. CONRAD: That's correct.

THE WITNESS: That's correct.

JUDGE WOODRUFE : With that
understanding, 605 will be admitted into evidence.

MS. SHEMWELL: Are we relabeling it,
Judge, or how is it to be labeled? Described?

JUDGE WOODRUFE: It's labeled as 1t
is labeled and we'wve had discussion about 1t, so
the record will be clear as to exactly what 1t 1s.

Q (By Mr. Conrad) Now, Dr. Cummings,

let me turn, please, to your cost of service
results. And I believe I want to direct you first
really to your surrebuttal, and I -- again, that
is Exhibit, keep the record straight, 26.

And do I understand there correctly
that you agree with the corrected results of your |

original class cogt of service study as Mr. Price

had submitted them with his testimony on behalf of
the Federal Agencies?

A Yes. The correction of the one cell
reference area, I certalinly agree with and have
indicated that.

Q And what was the correction worth,

roughly?
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A Well, perhaps the best reference

point would be back in my direct testimony, Mr.
Conrad.

Q All right. Would you direct us
there, please, for the benefit of the record?

A Yes. That's page 26. Tf yvou look
at lines 19 and 20? Those numberg -- those
numberg for residential, S$GS, LGS and LVS would
change. If you would like me to, I can indicate
what they are.

Q Well, why don't you do so just so
we're all on the same page.

MS. SHEMWELL: Are we all on the
same page? Is this 267

MR. CONRAD: 26 of; I believe,
Judge, 1t would be Exhibit 23. Am I correct,
Doctor?

THE WITNESS: That's correct.

MS. SHEMWELL: I think on our
version, which is the electronic, it's maybe 27.
I got it from EVIS.

THE WITNESS: It's a table that

shows cost of service study and proposed changes.

MR. MICHEEL: 2nd this is on the

original direct; 1s that correct?
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THE WITNESS: Right. All I'm doing

is reading the numbers that I agreed to as a
result of the study.

MR. CONRAD: Counsel for Staff
polnts out that on her copy, which -- the copy
that I have 1s on page 26, but she and I have
looked at our pages here and they otherwise seem
to be the same except for the page number.

JUDGE WOODRUFF: This 1s under the
paragraph 3, class revenue allocation and rate
design, the chart that --

THE WITNESS: Yes.

JUDGE WOODRUFEF: Yeah. Mine 1s also
on page 26 from EVIS, so.

MS. SHEMWELL: And that's tﬁe
official record.

THE WITNESS: The numbers I'm
referring to are under the label cost of service
study. The residential number becomes 38,008,9%40.
The SGS number becomeg 6,179,215. The LGS number
becomes negative 500,479. The LVS number becomes
1,188,960. And I believe those numbers are the
same as what Mr. Price refers to on page 8.

Q (By Mr. Conrad) And your reference

to page 8 is to Mr. Price''s --

——— — —
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A Rebuttal testimony. Yes, sir.

Q His rebuttal testimony. Let me ask
you also, Dr. Cummings, are you aware in your
research and work here, are there any LVS
customers that -- during whatever test year it is,
whether the Company's or the Staff's argument that
we're taking sales service?

A Yes. There are some who take sale
service.,

Q And those are classed as LVS

customers or LGS customers?

A ILVS customers.
Q How many are there?
A Once again, I think the guestion

came up eariier, and I saild it varies month to
month, Tt can be as small as one or Ltwo, as many

as a dozen or so, as 1 recall.

MR. CONRAD: Judge, this is a --

this is -- would be an exhibit that was HC,

because 1t has customer specific information.
JUDGE WOODRUFEF: Ckay.
MR. CONRAD: I'll try to avoid --
JUDGE WOODRUFF : We'll mark it as
606 HC.

{Exhibit 606 HC marked for

|

= et P ——— ——e - i

MIDWEST LITIGATION SERVICES

www.midwestlitigation.com Phone: 1.800.280.DEPO(3376) Fax: 314.644.1334




Hearing 7/1/2004

o'« TR e A T 1 N Y L o

[
oG

11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

PageZOSOl
identification.) :

0 (By Mr. Conrad) Dr. Cummings, I've
placed before you what's been marked for purposes
of identification in this record as 606 HC. I
would observe to you, as I do so, that the
information has been labeled as highly
confidential by the Company, so I don't want us to
have to go into in camera just simply to identify
the exhibit. But the first question is, do you
recognize this exhibit?

A Yes. It was provided in response to
the Data Reguest indicated.

MR. CONRAD: And on that testimony,
Judge, T would move the admission of 606 HC.

MR. MICHEEL: Your Honor, could I -- |}
could I just get an explanation of the numbers
that appear to be written on this that don't

appear Lo be part of the answer? By the Company?

MR. CONRAD: Yeah.
Q (By Mr. Conrad) Did you -- did you
add those numbers, Dr. Cummings, or was that

someone else's handwriting?

A Someone else's handwriting. ‘

Q So those appear to be just i

§

identifications of groups just to count through mj
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Page 2051
the list?

A It looks as if 1it's an account of
line numbers.

MR. CONRAD: With that, I would

again offer 606 HC.

JUDGE WOODRUFF: 0Okay. Let me ask
the witness, the names of the companies and the
entities that are on here, are these all LVS
customers, or -- can you tell me what these are?

THE WITNESS: 1In looking at them,
Your Honor, I certainly couldn't respond to each
and every one of them. I know that some of these
customers at one point or other might have been
LVS customers, but might not be at this point in
time when this information was developed. I
recognize a few names that that is the case.

JUDGE WOODRUFF : And if they're not
LVS, they're probably LGS?

THE WITNESS: Could be a situation
where they're SGS, but more than likely LGS, ves,
sir.

JUDGE WOODRUFF: Okay. Thank you
for that clarification. 606 HC has been offered
into evidence. Are there any objections to its

receipt? Hearing none, it will be received into
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Page 2052 |
evidence.
Q (By Mr. Conrad) Now, would you
agree with me, Dr. Cummings, that -- and again, I

want us to stay away from HC material, so we'll
just talk about the exhibit as a group without
identifying particular lines.

But would you agree with me that
this is a representation of costs that the Company
has incurred to install telemeasuring equipment on
customers, the bulk of which appear not to be LVS
customers?

A Once again, as I indicated 1in
response to the guestion by Judge Woodruif, some
of these customers, 1 recognize names who were
previcusly LVS customers.

I recognize those names because in |
the context of our adjustments 1n this case, we

looked at switching among classes, and some

customers who were LVS customers no longer are --
that are on this list.

The other thing we ought to
recognize about this list, without revealing
names, 1s that many instances you will see a cost
figure that is relatively small. It's my

understanding in talking to the Company that there

e rrrrn
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1 -~ that these often involve a second meter at a
2 customer's location where the second meter 1s not
3 a transport service meter, but has to have, for
4 example, some corrector type facilities associated |
5 with 1t to make the EGM function properly.
6 (Exhibit 607 HC marked for
7 1dentification.)
8 Q (By Mr. Conrad) Dr. Cummings, I
9 have laid before you what I've caused to be marked
10 for identification as Exhibit 607 HC. I call your
11 attention to the fact that the covering sheet does
12 not appear to be itself stamped as HC, but the
13 documents that are attached to it are. So we'll
14 do the best we can to refrain from identifying
15 anything that's HC.
16 With that in mind, can you identify
17 or recognize Exhibit 607 HC?
18 A Agaln, that wag a response to a Data
19 Request by Jackson County.
20 Q And would I be correct that the
21 1listing that is attached is all current LVS
22 customers, including CMSU and UMRC?
23 A T assume that that's the case, given
24 the gquestion and the associated attachment. é
25 MR. CONRAD: Your Honor, I would i
| |
—
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move 607 HC into the record, please.

JUDGE WQODRUTI'E : 607 HC has been
offered into evidence. Are there any objections

to 1lts receipt? Hearing none, 1t will be admitted

into evidence.

Q (By Mr. Conrad) Now, Dr. Cummings,

looking again at 606 HC, the total of those costs

for those customers on that list that are not
shown on the list 607 HC would nevertheless be 3
included in the costs that were assigned to the
transportation customers, the LVS customers; is
that correct?

A Could vou repeat that guestion, Mr.
Conrad.

Q (By Mr. Conrad) I really would be
troubled to do so. Let me try it again, if I may.

Looking at 606 HC, the total of
those costs has been assigned to the costs
associated with LVS customers. Isn't that
correct?

A I would presume that that is part of
the EGM plan balances that are on the Company's
books to the extent thet thisg reflects a list as
of June 30th.

Q But you would agree with me, I

[
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1 trust, that the list of customers that's attacﬁzgzms
2 to 607 HC is somewhat longer?

3 A Yegs.

4 Q And you had previously indicated

5 that you recognized a couple three names, two or

6 three that you thought on 606 HC. Can you

7 identify -- or can you tell me if all the

I 8 customers here on 606 are also on 607?

9 A No, I couldn't tell you, Mr. Conrad.
10 Q No way to know without going through

11 1line by line?

12 A No, vou'd have to go through line by
13 line.

14 Q But to the extent there are

15 customers and costs assocliated therewith on 606

16 that are not transportation customers shown on 607
17 HC, those customers' costs nonetheless would be

18 included in the cost that you've charged to the

19 ©LVS customers. Correct?
20 A Yes. But as I indicated, some of
21 those entries refer to a second meter at a
22 customer's location that may be an LGS meter, but
23  it's necessary because that -- that same
24 individual is a transportation customer through
25 another meter at that location to have that -- g

L — — |
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1  that eguipment in place to provide transportgfzif
2 service.

3 Q Dr. Cummings, look, if you would, at

4 the last page of 606 HC. Down toward the bottom

5 of that, there's a -- locks like a little table of

6 cost factors?

7 A Yes.

8 Q You see that?

9 A Yes, sir. |
10 Q And it does appear to me, without

11 identifying specific customers, that there are a
12 number that have something called an Ecat. And in
13 all those cases that same number has been pulled
14 that appears from that table. Would you agree?
15' A Yes.

16 Q And similarly, a Mini has costs

17 associated with it, and there are a number of

18 customers that just appear to have that cost

19 pulled over.

20 A Yesg.

21 Q Now, do you know which of those cost
22 factors or costs is the meter that you're

23 referring to as kind of a secondary transportation
24 meter?

25 A No, I don't.
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Q Who would?

A I''m not sure, Mr. Conrad.

0 Would Mr. Noack likely know?

A He might.

Q But you do understand that the

conditions of transportation on MGE'gs tariff are
such that in order to become a transportation
customer, that they must pay for that equipment

themselves? Do you agree?

A Up to a cap applied.

Q Up to a capital of 5,000.

A That's correct.

Q Any of those on 606 that appear to

be above that number that we mentioned?

A | None of those were above 5,000.

Q And those are the ones, if I
understand, 606, those are the ones the Company is

paying for as opposed to the customers; right?

A That's what the response indicatesg.

Q And 607, there are a number that are
over 5,000, aren't they?

piy Yes, and what's recorded in the

Company's plan balance is the net of the customer

contribution. And frankly, 1 -- T cannot tell vyou

whether this, on 606, whether this cost number
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Page 2053 |
represents the amount that's hitting the Company's

books or it's a total installed cost. I just do
not know, Mr. Conrad.

Q Well, if I read the Data Request

correctly, item iii), state the cost of such

egquipment and installation, and then iv), state
whether the costs of such equipment and
installation were paid for, initially paid for by
the customer or MGE. Did I read that right?

A That's correct. But my point is
when it says the cost of this eguipment and
installation was paid by MGE, my problem 1is I
could not tell you whether this is the net cost
amount that ultimately 1s recorded on the
Company's books. ‘Whether that's the amount that
is shown in the exhibit or whether i1t is the total
cost prior to the customer contribution. I just
do not know.

Q Now, as I understand one of the
issues that you have with our proposal, not really
a proposal, but our comments of wishing to exclude
the costs, return costs associated with gas supply
inventories, is that you understand that a
transportation customer might become a sales

customer. Might switch to becoming a sales
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customer. Is that correct?

A Yeah, T think the terminology that I |
used 1is that the gas inventory provides some ‘
backup capability since those customers can switch \
to sales service.

Q Now, are you familiar with the MGE

transportation tariff such that you could identify

it, sir?

A I'm sorry, could you repeat the
gquestion?

Q Are you familiar with the MGE

transportation tariff? Let’'s start there.

A T have not reviewed it 1in intimate

detaill 1n gquite some time. IT'm generally familiar }

with 1t.
Q You might be able to identify it if
vyou looked at it, right?
A Oh, certainly, vyes.
MR. CONRAD: Your Honor, at long
last, it's Exhibit 601.
JUDGE WOODRUFF : All right.

(Exhibit 601 marked for

identification.)

Q (By Mr. Conrad) Dr. Cummings, I

have placed before yvou what I have marked for

www.midwestlitigation.com
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1 purposes of identification as Exhibit 601. Would
2 you identify that document, sir, please?
3 A Tt is pages from the Company's
4 tariffs. Associated with large volume service.
5 Q And large volume service is, in

6 fact, the category under which transportation is
7 provided. Is that correct?
8 A That's correct. Other than the
9 school aggregation service, which is provided
10 through the rates provided for SGS and LGS.
11 0 Now, let me ask you, please, sir, to
12 turn to -- well, let me first ask this. Wwhat is
13 the process that a transportation customer would
14 have to go through in order to become a sales
15 customer?
16 A T don't know.
17 Q But you've indicated that the supply
18 inventory is to be backup for that customer, but
19 you're now saying you don't know the process?
20 A That's correct. 1In the sense that I
21 see LVS customers who are sales customers, albeit
22 mnot a large number, and the fact that those
23 numbers change from month to month, I surmise from
24 that that they can receive sales service.

25 Q Okay. Well, let's look at sheet 41.
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And specifically there is a paragraph that begins

in the tariff portion as opposed to the header and
footer part of that. About midway down that
paragraph, I see the language, customers must give
the Company 12 months. Do you see that line?

A Yes, sir.

Q I don't want to burden the record,
but would you just read that next sentence,
please? That part that I started you on.

A Beginning with the word customers
must give?

Q Yes.

A Customers must give the Company 12
months wrltten notice to switch from the
transportation service to a general sales Sérvice
rate schedule, unless sales gas 1s otherwise
available and the customer has paid the Company
the incremental cost of providing such service in
the period prior to when such notice would have
otherwise become effective.

Q So would you agree with me that
there is no absolute right on the part of the
transportation customer to simply return to sales
service?

A Frankly, Mr. Conrad, I'm not sure

T
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I'm capable of answering that gquestion, because
I'm not sure the switch from transportation to a
general sales service implies a switch from LV to
non-LV or whether it's within this classification.
I'm not enough of an attorney to interpret that,
gulte frankly.

Q Do you need to be an attorney to
interpret your tariffs?

A Well, when I see the words general
sales service rate, I think of LGS and residential
as distinct from LV.

Q But it's clear from this language
that the Company may insist, if it chooses to and
the circumstances are appropriate, not to
instantaneously allow a transportation customer to
switch to any kind of sales service. 1Is that

correct?

A Once again, I'm not trying to be

hard to get along with, but I'm not confident that |

I would say that, because the nomenclature
transportation service here may refer to this
large volume service rate sgchedule, and T'm not
sure what the intent nor the practice 1is.
Certainly with respect to shifting from LV to LGS

schedule, that would be the case, for example.

I
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Q Well, it's not your position, I take

it, that the Company consciously viclates its

tariffs.
A Absolutely not.
Q Can we agree on that?
A 1 agree.
Q Now, you also have indicated in your

comments in response to Mr. Johnstone's testimony
that the sales inventory that's maintained could
also be distributed to transportation customers
because it's needed for balance. Is that correct?
A I don't think I said that.
Q Okay.

MR. CONRAD: Dr. Cummings, [ think
that 's all T have for you. Thank vyvou.

THE WITNESS: Thank vou.

JUDGE WOODRUFF: Thank you. We're
due for a break. Let's come -- we'll break now
and come back at 10:35.

(Off the record.)

JUDGE WOODRUFFE : L.et's come to order
please.

MR. CONRAD: Judge? There's been
called to my attention that I did not offer 601,

despite having held everyone in anticipation of

N
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Page 2064 |
what 1t was going to be. I think, recalling Dr.

Cummings' cross examination and hils answers, my
sense 1s that he had identified this as pages from
MGCE's tariff.

It obvicusly, Judge, is not the
entire tariff, which is upstalrs or downstairs or
wherever 1t is, but with his answers to that, I'd
offer 601.

JUDCGE WOODRUFF: All right. 601 has
been cffered into evidence. Are there any
obijections to its receipt? Hearing none, it will
be received i1nto evidence.

All right. And continuing with
cross examination, then, we'll move on to Jackson
County.

CROSS EXAMINATION BY MR. FINNEGAN:

Q Good morning, Dr. Cummings. I've
just got a few questions for you.

One is with respect to the proposal

to keep the multi meter charge discount at a
certain rate, depending upon what happens to the
full rate for the customer charge?

A Yes.

Q Yeah. And I believe, if you look at

Exhibit 601, sheet 40, which is the first page,
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Page 2065 E
the last paragraph on that page, this is the

current provision with respect to multiple meter

customers?
A Yes, 1t 1s.
Q And where it's now 50 percent, and

which results in a $204.65 charge for multi meters
beyond the first charge?

A Correct.

Q So the customer pays $409.30; is
that correct? For the first two meters, and then
$204.65 for the next --

A Each additional.

Q Each additional meter. In Central
Missouri State's case, that's 12 additional
meters; and in CMSU [sic] case, it's three

additional meters?

A That's my understanding.

Q I'm sorry, UMKC's case.

A Yes. Yes.

Q And the proposal here that the

Company is now making is that to keep that
percentage at such a level so that whatever the
customer charge rate goes to, that the $204.65
would be the result; is that correct?

A Yeah. So our -- there are two ways
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Page 2066 |
of doing it. Either recalculate the percentage;

or where the customer charge is shown several
pages over, vyou could state an actual level.
Either way. To get to that result.

Q Okay. You indicated that there may
be some customers, transportation customers -- or
there may be some non-transportation customers in
the LVS class at this point?

A Yes, there are a small number.

Q Would the Company have any objection
to having a separate class Jjust for transportation
customers? Would it not make it easier to do
allocations?

A In the sense that the
characteristics of those customers that happened
to take sales service are very similar to those
that take transportation service, not necessarily.

To answer the guestion with respect
to could you take the LV service class and create
an LVS sales service and an LVS transportation

service, certalnly that could be done, but that

would be a question better left to the Company in
terms of their preferences.
Q And you would not speak for the

Company on that particular part?
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1 A No. I haven't discussed 1t with the

Company .
MR. FINNEGAN: Okay. I'd like to
approach the bench and have an exhibit marked?
JUDGE WOODRUFE: Certainly.

MR. FINNEGAN: T believe we are at

6057

o'« TG S o S © & S v

MS. SHEMWELL: 8. I think. 608, I

9 believe.

10 JUDGE WOODRUFF : It will be 608.

11 And for numbering, vou are combined with Midwest

12 Gas?
13 MR. FINNEGAN: Yes. Yes.
14 (BExhibit 608 marked for

15 d1dentification.)

16 Q (By Mr. Finnegan}) Dr. Cummings, do
17 you recognize this as something from your work

18 papers, despite the fact that there's a different
19 reference down there?

20 A Yes, 1t looks very familiar. It |

21 supports the information contained in footnote 12,
22 page 32 of my surrebuttal testimony.

23 MR. FINNEGAN: OCkay. I'd like to

24 offer this into evidence at this point.

25 JUDGE WOODRUFF: OQkay. 608 has been

eorims —
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offered into evidence. Are there any objections
to 1its recelpt? Hearing none, it will be received
into evidence.

Q {(By Mr. Finnegan) Now, when we look
at the Exhibit 608, you have listed here all the
personnel involved in the large volume sgervices;
is that correct?

A I asked the Company to provide me
with a listing of those individuals whoe devote 100
percent of thelr time to servicing the large
volume service customers and those that -- that
provide a substantial part of their -- of their
time with respect to those services and Lo provide
an estimate of the percentage of that time. This
is what the Company produced for me.

Q So it’'s your understanding that this
list is complete, then, for the LVS class?

A Well, in a sense -- no, in the sense
that there may be other individuals who devote a
substantially smaller portion of their time or --
than indicated here, there could be others.

Q Somebody could do less than .25
percent of their time?

A 25 percent. The .25 down at the

bottom 1s 25 percent. It Jjust wasn't a percentage
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1 sign.
2 Q I appreciate that. Thank you. Now, ;
3 with respect to the gas supply personnel, ig your
4 understanding that this is the -- this list is the
5 same as your -- you requested from the Company
6 with respect to gas supply personnel?
7 A Yes, sir.
8 Q Now, if you look at the large volume
9 service personnel, we've got two electronic “
10 measurement specialists? h
11 A Correct.
12 Q And a supervisor of electronic h
13 measurement? I
14 A Correct.
15 Q And I assume their job is to read
16 the meters?
17 A I don't know precisely what those
18 individuals do.
19 Q Are you aware of how the meters are
20 read on the electronic gas measuring equipment?
21 A Just generally. 1It's transmitted
22 electronically, not physically read.
23 Q Is it transmitted through a
24 telephone line that the customer supplies?
25 A Perhaps. But these individuals
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coutd be associated, for example, with maintaining

that equipment, checking its accuracy and the
like.

0] If you turn to Exhibit 601? Try to

find the right page here. Sheet No. 71. The
monthly charge, the customer shall pay for the
operation and maintenance of the EGM equipment i
through a monthly facilities charge of $25 for
each EGM device installed beginning at the time of
the installation.

A Yes.

Q Okay. Does the -- do the other
customers that have electronic metering pay for
their own operation and maintenance?

A lAre vou speaking about the AMR
facilities?

Q Right. The AMR facilities.

A No, they do not.

JUDGE WOCDRUF¥F: Could you clarify
for me what's an AMR?

THE WITNESS: I'm sorry. Automated
meter reading. That is the facilities on the
standard sales customer c¢lasses that enable the
Company to drive by with trucks and read the

meters without physically walking.

S —
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1 JUDGE WOODRUFF : Thank vyou.

2 Q (By Mr. Finnegan) Are you aware

3 that on the electronic gas metering equipment that
4 there's a -- the telephone line that the customer

5 installs himgelf to provide the meter reading to

6 the Company?

7 A Yes, 1 understand that.

8 Q And the customer pays this -- this

9 telephone line monthly also?
10 A That's my understanding.
11 Q The AMR meters do not have this --
12 A They don't require a telephone line.
13 Q Right. Instead you have meter

14 readers that ride in trucks and drive up and down
15 the street and read thé meters?

16 A That's my understanding.

17 Q And when you loock at the gas supply
18 personnel, you don't see anything listed here for
19 meter readers?

520 A Gas supply per se has nothing to do
| 21 with meter reading.

22 o} wWell, but we lock at the large

23 wvolume services personnel, and you have

24 sgignificantly more people involved in that than

25 you do in gas supply and providing gas service?
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1 A Correct.
2 Q But we don't -- and you got meter
3 readers here. Somebody must get this telephone
4 call that comes in from the electronic gas
5 metering, or measuring equipment, and -- and they
£ record that, don't they?
7 A I1'm not sure how it's recorded.
3 Q So you're not sure if they're
9 coordinated ~-- or if they're in here, in this
10 1list?
11 A I'm sorry, who are we talking about?
12 Q The large volume service personnel.
13 A Okavy.
14 Q We've got a billing coordinator, a
15 manager of billing revenue 1istéd under large
16 wvolume services personnel, but we don't see any
17 billing coordinator or manager of billing and
18 revenue under the gas supply personnel.
16 A Correct. And the -- the -- the
20 point of comparison is that if the -- if the
21 Company got out of the gas supply business, i.e.,
22 1t was provided entirely by a third party
23 provider, those metering costs would still exist
24 unless the Commission decided to charge just a
25 flat monthly rate for gas service. You'd still
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have to read the meters.

So what this was attempting to do
was isclate only the gas supply related personnel
as a point of comparison.

MR. FINNEGAN: That's all the
questions I have. Thank vou.

JUDGE WOODRUFF: Thank vyou, Mr.
Finnegan. All right. For the cross examination,
then, Public Counsel?

MR. MICHEEL: Yes, Your Honor.
CROSS EXAMINATION BY MR. MICHEEL:

o) Dr. Cummings, is Public Counsel's
rate design proposal different from the results of
its class cost of service study?

A I'm not sure I understand‘that
guestion, Mr. Micheel.

0 Well, are you aware we've provided
class cost of service study?

A Yesg, 1 am.

Q Are you aware we've also presented a
rate design proposal?

A A rate design proposal meaning
structuring the volumetric and the fixed monthly
charge pieces, is that what we're speaking to?

Q Yes.
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A Right.

Q And are you aware that Public
Counsel's rate design proposal is to go halfway to
the results of its class cost of service study?

A That involves how many dollars wilil
be allocated to the class, but neot the design of

rates within the clasgs.

0 Yes.

A Yes.

Q And you're aware that's our
proposal?

A I am aware of that allocation, ves,
sir. Recommendation, yes, sir.

Q And is it correct that residential

is 85 percent of all of MGE's customers?
A Correct, sir.
Q Do you have a copy of vyour

surrebuttal testimony?

A Yes.

Q Could you turn to page 47 of that
testimony?

A Yes, sir.

Q And there you have a -- a table that
indicates -- that you developed with use of Ms.

Meisenheimer's work papers; is that corr

ect? i
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A Yes, sir.

Q So you've reviewed Ms.
Meisenheimer's work papers; is that correct?

iy AL least portionsg of them.

MR. MICHEEL: Your Honor, I need to
get an exhibit marked, 1t will be Exhibit 231, the
Meisenheimer work papers.

JUDGE WOODRUFF : All right. 231.

{Exhibit 231 marked f{or
identification.)

Q ({By Mr. Micheel) Dr. Cummings, have
you -- do you have a copy of what's been marked as
Exhibit 23172

A Yes, I do.

Q And does that appear to be a copy of

Ms. Meisenheimer's work papers?

A It's at least some of them, Mr.
Micheel. I'm not sure whether it's all, but ves.
Q And are those the ones that you

reviewed in formulating this table?

A At least portions of them. Yes.

Q And my gquestion to you is, sir, on
this table you have labeled base rates, gas costs,
things like that, and is it correct in Ms.

Meisenheimer's work papers that she does not have

. —— — —
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1 those type of labels?

2 A She may not, no. I extracted the

3 information.

4 Q And so is it correct, for example,

5 on your table of weather mitigation versus

6 volumetric rate design, that's something that you

7 created; isn't that correct?

8 A No, I think her labels are, for

9 example, customer charge and non-gas. If you add
10 customer charge together with non-gas, you would
11 come to my total called base rates. Her label gas
12 1s what I've labeled gas costs.
13 Q And those are revenuesg; isn't that

14 correct? On her work papers? Or do you know?

15 A No, she has bill calculations on her
16 work papers.

17 Q So it -- it's your understanding

18 these are not revenues?

19 A These are -- these are bills at the
20 usage -- average usage levels that were used to
21 develop them.

22 Q And those result from -- in

23 revenues, do they not?

24 A Yeg.

25 Q Okay. And let me ask you, did you

—
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-- did vyvou speak with Miss Meisenheimer about what
were contained in her work papers and ask her what
they were?

A No.

Q So yvou don't know if your
characterization here is correct, it's just based
on your assumptions; isn't that correct?

A Well, 1t's based on my verification

of the accuracy of the calculation giving -- given

the rates that were used to develop these numbers.
Q One moment. With respect to this
portion of Witness Meisenheimer's work papers, is
it true that the only portion that is labeled by
her as costg is PGA costs?
A I'm sorry, in the bill calculations,
I Just see the label costs. IT'm sorry, gas, not

PGA costs. There 1s a total called PGA costs, but

Q Right. And that's the only place
where the term cost appears; isn't that correct?
And that's my question.

A Yes.

MR. MICHEEL: Qkay. Thank you very
much.

JUDGE WOODRULF : Did you wish to

b
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Page 2078
1 offer 2317

2 MR. MICHEEL: T do¢ indeed, Your

3 Honor.

4 JUDGE WOODRUFF: 231 has been

5 offered into evidence. Are there any objections
6

7

8

All right. For further cross
9 examination, then, from Staff?

10 CROSS EXAMINATION BY MS. SHEMWELL:

11 Q Dr. Cummings, in the mini opening

12 statements, people -- all the attorneys who gave

13 opening statements I believe said that reasonable
14 persons can disagree as to which customers cause
15 particular costs. Would you agree with that?

16 A T think 1t is correct that wvarious

17 analysts will have varying opinions on specific

18 «cost.

19 Q Becausgse they make judgments, right?
20 A That's part of the reason, ves.
21 Q Can reasonable persons also disagree

22 as to how MGE's costs should be divided among the

24 A Yes.

25 Q If gas isn't flowing on MGE's

23 classes? ;
|
|
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system, can large volume customers receive gas?

A I'm not sure I understand the
guestion.
Q In other words, the transportation

customers can only receive gas because MGE has gas
flowing on its system.

MR. CONRAD: Objection, lacks --
calls for speculation.

JUDGE WOODRUFF: TI'll overrule the
objection, but I am a little confused about -- you
might want to clarify vyour guestion.

Q (By Ms. Shemwell) My guestion is,
there has to be gas flowing on the system for,
frankly, anyone to get gas, right?

A Well, T'm not an engineer, but it's
my understanding that you've got some minimal
pressure issues and that sort of thing in order to
have deliveries to customers, 1if that's what

yvou're referring to.

Q Would you agree with me that MGE's
gas supply personnel buys a large percentage of
gas that flows on the system?

A Repeat that question?

Q Does MGE gas supply personnel buy a

large supply of the gas that flows on the system?

———
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A I really haven't looked at any data
to enable that calculation.
Q But the -- MGE gas supply personnel,

that is their whole job is to buy gas to flow on
the system; is that right?

A To serve the sales customers, ves.

Q Do yvou look at whether some LVS
customers are weather sensitive?

A Yes, I did. And in my weather
adjustment I did an individual customer analysis
for the six year period for each customer, if that
data was availlable for such a period for each

customer, to determine weather gengitivity.

Q Are some LVS customers weather
sensitive?

A Some.

Q Do you have a percentage?

A No, I do not. The only point of

reference that I would suggest 1s to look at the

size of the weather adjustment for the LV class
versus the remaining classes, and 1t 1s -- 1t 1is
very small.

Q In your development of a weather
adjustment, was there an adjustment for the

residential class?
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