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REBUTTAL TESTIMONY
OF
BARBARA A, MEISENHEIMER

SUMMIT NATURAL GAS

CASE NO. GR-2014-0086

INTRODUCTION

QC

PLEASE STATE YOUR NAME, TITLE, AND BUSINESS ADDRESS.

Barbara A, Meisenheimer, Chief Utility Economist, Office of the Public Counsel,

P.O. Box 2230, Jefferson City, Missouri 65102,
WHAT IS THE PURPOSE OF YOUR TESTIMONY?

My rebuttal testimony addresses five issues related to the proposed rate increase
and fariff modifications proposed by Summit Natural Gas of Missouri, Inc. (SNG
or the Company). The first issue 1 address is Public Counsel’s recommendation
that the filed tariff sheets associated with the Company’s proposal to raise base
rates should be rejected, I base my recommendation primarily on the Company’s
failure to demonstrate compliance with both its past commitments and
Commission directives fo insulate customers from the risks associated with
service area expansions, Public Counsel does not oppose a limited uniforn
increase to base rates to recover the cost of the low-income weatherization

expenditures as discussed in the rebuttal testimony of Public Counsel’s witness,
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Geoff Matke. Second, I address economic and other customer impacts that Public
Counsel encourages the Commission to consider in rejecting the Company’s
proposed increase. Third, I address rate design, including the Company and Staff
proposed rates for general service residential and small commercial customers,
Public Counsel strongly opposes the Staff proposal to have all residential and
small cominercial customers pay the same distribution charges regardless of use.
Fourth, I address the Company’s proposal to consolidate the terms and conditions
of service and the miscellancous service fees for the previous Southern Missouri
Natural Gas (SMNG) and Missouri Gas Utility (MGU) service areas. Public
Counsel does not oppose working toward a consolidated tariff, but recommends
that the process be conducted in a manner that minimizes detrimental customer
impacts, For example, where the SMNG and MGU tariffs currently veflect
different fees for a like service, Public Counse! suggests that instead of allowing
thie higher of two fees the Commission should instead allow a consolidated rate
set at the lower of the two fees. If particular terms and condifions differ between
the tariffs, the Commission should only allow consolidation if the more customer-
friendly term or condition is adopted. Finally, I will address miscellancous tariff
issues, including the Company’s proposal fo revise its flexible pricing provision
for commercial and industrial classes and its proposal for approval of a
conversion incentive program,

HAVE YOU TESTIFIED PREVIOUSLY IN THIS CASE?
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A. No,
Q. IN PREPARING TESTIMONY WHAT MATERIAL DID YOU REVIEW?

A, I have reviewed SNG’s initial filing requesting an increase in its service rates, its
minimum filing submission and its proposed tariff. I also have reviewed the direct
testimotty, and supporting documentation of Michelle A. Moorman, Tyson D.
Parter, Kent D, Taylor and Martha R, Wankum filed on behalf of SNG; the Cost
of Service Report and the Class Cost Of Service And Rate Design Report filed on
behalf of the Staff of the Missousi Public Service Commission (Staff); Staff work
papers supporting the Reports; the direct testimony of Staff witness Tom Imhoff;
materials from past certification and 1ate cases related to the service areas that
SNG serves; customer complaints and comments filed with the Commission
regarding the proposed increase in this case; customer comments at public
hearings; and data request responses provided to the Staff and Public Counsel by

SNG.
Q. PLEASE SUMMARIZE YOUR EDUCATIONAL AND EMPLOYMENT BACKGROUND,

A. 1 hold a Bachelor of Science degree in Mathematics from the University of
Missouri-Columbia and have completed the comprehensive and qualifying exams
for a Ph.D. in Economics from the same institution. My two areas of
concentration were Quantitative Economics and Industrial Organization. My

outside field of study was Statistics.
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Q.

1 have been with the Office of the Public Counsel since January 1996. I
have lestified on economic issues and policy issues in the areas of
telecommunications, gas, electric, water and sewer. In rate cases, my testimony
has addressed class cost of service, rate design, miscellaneous tariff issues, low-
income and conservation programs, and revenue requirement issues related to the
development of class revenucs, billing units, low-income program costs, incentive
programs and fuel cost recovery. A list of my filed testimony is attached to this
testimony. In addition to preparing filed testimony, 1 have regularly participated
in meetings, workshops and settlement negotiations regaiding issues before the
Commission.

Over the past twenty years 1 have also taught courses for the following
institutions: University of Missouri-Columbia, William Woods University, and
Lincoln University. 1 currently teach undergraduate and graduate level economics

courses for William Woods University.

WHAT IS YOUR EXPERIENCE REGARDING CASES RELATED TO THE SNG

NATURAL GAS SERVICE AREA?

I participated in the negotiations in Case No. GO-2005-0120, in which MGU
received initial approval of a Certificate of Convenience and Necessity (CCN) to
serve as a local gas distribution company (LDC) in Missowi. 1 reviewed the
certification applications as MGU expanded its service area first into areas which

are currently part of the Gallatin Division, later into the Warsaw area and finally
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into the Lake of the Ozarks region. I also filed testimony in Case. No. GR-2008-
0060, related to MGU’s request for an increasc in basc rates.

Regarding Southern Missowri Natural Gas case, I have participated in the
review and negotiation of issues related to the Company. My earliest work on
issues related to Southern Missouri Natural Gas occurred in 2005, in Case No.
GE-2006-0156. In that case, the Company sought a waiver of the Commission’s
Promotional Practices Rule in order to offer a water heater rebate program, 1 also
participated in negotiations which led to the resolution of Public Counsel’s
Complaint against Southern Missouri Natural Gas in Case No, GC-2006-0180,
regarding the Company’s gas procurcment and hedging practices, In GR-2010-
0347, SMNG sought an increase in base rates and I participated in initial meetings

and revicwed the initial disposition agreement between Staff and the Company.

1L SNG'S COMMITMENTS 10 INSULATE CUSTOMERS FROM RISK

Q. AT PAGE 6 OF HER DIRECT TESTIMONY, SNG WITNESS MICHELLE MOORMAN
IDENTIFIES CERTAIN REQUIREMENTS FROM PREVIOUS COMMISSION CASES
THAT THE COMPANY ADDRESSES IN THIS CASE, WHAT ADDITIONAL
REQUIREMENTS SHOULD THE COMPANY ADDRESS PRIOR TO RECEIVING

APPROVAL TO INCREASE RATES?

A, SNG and its predecessors have pursued aggressive expansion over the past 20
years. For each incremental expansionl, the Company filed an Application for a

CCN. As part of the documentation supporting these Applications, the Company

NP




19

20

21

Rebutial Testimony of
Barbara A. Meisenheimer
Case No. GR-2014-0086

Ql

submitted feasibility studies which the Company asserted justified the proposed
expansions. Public Counsel, the Staff and other parties questioned the projected
customer conversions, growth and cost assumptions contained in the feasibility
studics. In order to securc Commission approval of the Applications, the
Company consistently committed to bear the financial risk associated with the
expansions and the Commission ordered the Company to bear such financial risk.
The Company should be required to demonstrate how the proposed rate increase
for each Division does not result in customers bearing the risk of the Company’s

decisions to expand.

PLEASE PROVIDE EXAMPLES OF SNG’S EXPANSION AND COMMITMENTS

RELATED TO THE GALLATIN SERVICE AREA.

The development of the Gallatin Division in Northwest Missouri is associated

with six certificate cases, one rate case and a financing case,

GO-2005-0120: MGU’s Application for a CCN to serve Harrison, Daviess, and
Caldwell Counties, and to Acquire the Gallatin (460 customers) and Hamilton
(277 customers) systems, A feasibility study was submitted in support of the
Application, Many conditions were stipulated to by the parties, including the
following risk of project success: “The Company shall be responsible in fitture
rafe cases for any failure of this sysiem to achieve forecasted conversion rates
andfor its inability to successfully compete against propane.” (Nonunanimous

Stipulation and Agreement Case No. G0O-2005-0120, 12/8/2004)
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GA-2007-0421: MGU’s Application for a CCN for expansion in Daviess County
to serve a single customer, Landmark Manufacturing Co, A feasibility study was
submitted in support of the Application. While the Company and Staff indicated
that additional customers could be served by the proposed extension, the
Company’s feasibility study suggested that the project revenue would cover the

projected cost in a short period of time.
GR-2008-0060: MGU Rate Case.

GA-2008-(078: MGU CCN expansion in Harrison County to serve MaschhofTs,

Inc. A feasibility study was submitted in support of the Application,

GA-2008-0321: MGU CCN expansion into Harrison County per franchise with

Ridgeway, Mo. A feasibility study was submitted in support of the Application.

GA-2008-0322: MGU CCN expansion into Daviess County per franchise
agreement with Plattonsburg, Mo. A feasibility study was submitted in support of

the Application.

GA-2008-0348: MGU CCN expansion into Daviess County per franchise
agreement with Jamestown, Mo. A feasibility study was submitted in support of

the Application,
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GF-2009-0087: MGU Application for $7M Debt, to fund current and planned
operations in MO. The PSC ordered Staff's proposed 6 conditions. The PSC
reserved the right to. consider ratemaking treatment to be afforded these financing

transactions in any later proceeding.

HAS THE GALLATIN SYSTEM ACHIEVED THE PROJECTED CUSTOMER COUNTS
AND SALES VOLUMES REFLECTED IN THE FEASIBILITY STUDIES SUBMITTED IN

SUPPORT OF THE SERVICE AREA EXPANSIONS?

No. The Company has not achieved the projections, This conclusion is based on
my review of the projected customer counts and projected sales volumes
contained in the service area feasibility studies compared to information reflected
in the Company’s current filing. In an effort to provide a very conservative
comparison, Table I compares the customer counts and volumes for the third-year
period referenced in the feasibility studies compared to the Company’s current
customer counts and volumes, Current customer counts were calculated as the
number of bills divided by 12. A copy of the Applications and feasibility studies

used in my analysis are included in Schedule 1-Gallatin HC.

#4 K1
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L

PLEASE PROVIDE EXAMPLES OF SNG’S EXPANSION AND COMMITMENTS

RELATED TG THE WARSAW SERVICE AREA.

The development of the Warsaw Division in Cenfral Missouri is associated with

eight certificale cases,

GA-2009-0264: MGU’s CCN for expansion into Pettis and Benton Counties
including Green Ridge, Cole Camp, Lincoln and Warsaw. A feasibility study was
submitted in support of the Application.  The PSC ordered 6 conditions,
including, “MGU’s shareholders are totally responsible for the success of this

project, with no liability or responsibility put on customers,”

GA-2009-0422: MGU’s Application for a CCN expansion into Benton Counnty, to
serve Green Ridge, Cole Camp, Lincoln and Warsaw, The Company stated that it
needed to use an alternate route for the main line route proposed in GA-2009-
0264. The Company incorporated the feasibility study from Case No, GA-2009-
0264, The PSC ordered 6 conditions, including, “MGU’s shareholders are totally
responsible for the success of this project, with no liability or responsibility put on

customers.” (Report and Order p. 8, Case No. GA-2009-0422)
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GA-2010-0189 MGU’'s CCN for expansion into Greene, Polk and Dallas
Counties. A feasibility study was submitted in support of the Application.

Approval included the condition, “MGU’s shareholders are totally responsible

Jor the success of this projeci, with no liability or responsibility put on

customers,” (Report and Order p. 8, Case No. GA-2010-0189)

GA-2010-0289: MGU's CCN to serve Pettis and Bentoss Counties. A feasibility
study was submitted in support of the Application. Approval included the
condifion, “MGU’s shareholders accept full financial responsibility for the
suceess of these projects, with no liability or responsibility falling on customers.”
(Report and Order p. 4, GA-2010-0289, Case Nos. GA-2010-0290 and GA-2010-

0291 were consolidated with GA-2010-0289).

GA-2012-0044: MGU’s CCN for expansion in Benton County, A feasibility
study was submitted in support of the Application. The Commission’s approval
included the condition, “MGU’s shareholders shall be fully responsible for the
suceess of the project, with no liability or responsibility put on MGU's existing

customers.” (Report and Osder p. 4, Case No, GA-2012-0044)

GA-2013-0404: Summit’s CCN expansion in Pettis and Benton Counties. A
feasibility study was submitted in support of the Application. The Commission’s
approval included the condition, “SNG s shareholders are totally responsible for

the success of this project, with no fiability or responsibility put on cuistomers.”

(Report and Order p. 4, Case No. GA-2013-0404)
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Q. HAS THE WARSAW SYSTEM ACHIEVED THE PROJECTED CUSTOMER COUNTS
AND SALES VOLUMES REFLECTED IN THE FEASIBILITY STUDIES SUBMITTED IN

SUPPORT OF THE SERVICE AREA EXPANSIONS?

A, No. The Company has not achieved the projections, This conclusion is based on
my review of the projected customer counts and projected sales volumes
contained in the service area feasibility studies compared to information reflected
in the Company’s current filing. In an cffort fo provide a very conservative
comparison, Table 2 compares the customer counts and volumes referenced in the
feasibility studies compared to the Company’s reported customer current counts
and vohunes. Projections for the third-year period were used for most expansions.
Case No. GA-2012-0044 reflects a more recent expansion and reflects only a
Yecar 2 projection. Similarly, Case No.GA-2013-0404 reflects only a Year |
projection. A copy of the Applications and feasibility studies used in my analysis

are included in Schedule 1-Warsaw HC.

ETY ek
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PLEASE PROVIDE EXAMPLES OF SNG’S EXPANSION AND COMMITMENTS

RELATED TO THE BRANSON SERVICE AREA,

The development of the Branson Division in Southern Missousi is associated with

Case No. GA-2007-0168.

GA-2007-0168: SMNG’s Application for a CCN to serve Branson, Branson
West, and Hollister, The Company included a feasibility study, however, the
original document filed was missiug relevant pages, The Commission’s approval
applied to Branson and Hollister only until a franchise was granted for Branson
West. The Conunission’s Second Report and Order at page 10 states “If also
bears noting that during the hearing, Mr. Maffett expressly agreed to have
SMNG’s sharelolders bear the economic risks associated with the expansion of
its service area to the Branson area (just as in the Lebanon case), including a
Jailure to achieve forecasted conversion rates andior cusiomer growth
profections. Tr. 87-88 passim. In the first Report and Order, the Conunission
required SMNG to agree fo this as a condition of being issned a conditional CCN.

Report and Order, Case No. GA-2007-0168 (Feb. 5, 2008) at 18.”

NP



10

12

13

Rebuttal Testimony of
Barbara A. Mcisenheimer
Case No. GR-2014-0086

Q.

HAS THE BRANSON SYSTEM ACHIEVED THE PROJECTED CUSTOMER COUNTS
AND SALES VOLUMES REFLECTED IN THE FEASIBILITY STUDIES SUBMITTED IN

SUPPORT OF THE SERVICE AREA EXPANSIONS?

No. The Company has not achieved the projections. This conclusion is based on
my review of the projected customer counts and projected sales volumes
contained in the service area feasibility studies compared to information reflected
in the Company’s current filing, In an effort to provide a very conservative
compatison, Table 3 compares the customer counts and volume for the third-year
period referenced in the feasibility studies compared to the Company’s reported
current customer counts and volume. A copy of the Applications and feasibility
studies used in ny analysis are included in Schedule 1-Branson HC. The original
feasibility studies filed in the CCN case, and the copy provided to Public Counsel
in this case, are missing shects that contain customer and volume data that I use in
my analysis. 1 was able to obtain a copy of the data from Exhibit 22, filed in EFIS
in Case No. GA-2007-0168. The copy quality is poor, so 1 may need to update
the customer and volume calculations once | am able to obtain a more legible

copy.
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Q. PLEASE PROVIDE EXAMPLES OF SNG’S EXPANSION AND COMMITMENTS

RELATED TO THE ROGERSVILLE SERVICE AREA.,

A, The development of the Rogersville Division in South Cenfral Missouri is

associated with five certificate cases,

GA-94-127: Tartan Energy Co, L.C., d/b/a Southern Missowt Gas Company’s
(Tartan) Application for a CCN to serve Wright, Texas, Howell, Webster, Greene
and Douglas Counties, including the cities of Cabool, Houston, Licking,

Mountain Grove, Mountain View, West Plains, Ava, Mansfield, Marshfield, and
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Willow Springs. A feasibility study was submitted as a late-filed exhibit, The
Comnnission’s Report & Order conditioned approval of the Application on terms
contained in a Stipulation and Agreement. The Stipulation and Agreement
included the following conditions: (1) Tartan consented to achicve a capital
structure reflecting 40%-42% common equity to total capifal ratio; and (2) ‘Tartan
imputed a volume level of at least 1,797,000 Mef (for all future rate cases), which
results in a conversion rate based on Tartan’s conversion estimate. The
imputation reflected that Staff’s predicted conversion rate was much lower. Other
conditions also applied. At Page 25, of the Commission’s Report & Order, the
Commission discassed the Company's desire to move forward with the project
despite the Company’s concession to use an imputed level of volumes and despite
a Company conducted sensitivity study showing that a lower conversion rate

inight result in a single digit return,

GA-95-349: Tartan’s CCN for Mountain View was requested because the

Company did not have franchise authority in time to get approval in GA-94-127.

GA-2007-0212: SMNG’s CCN for Lebanon. This case was consolidated with
GF-2007-0215 and GA-2007-0310. The Commission granted SMNG a CCN for
Lebanon, Licking, and Houston conditioned upon shareholders, rather than
ratepayers, being deemed responsible for the detrimental effects of a loss resulting
from inaccurate estimations of customer conversion or usage rates. (Report and

Order p. 25, Case No. GA-2007-0212)
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GA-2010-0114: SMNG's CCN for expansion into Laclede County to serve
Willard Asphalt Paving. The Commission approved the CNN “conditioned on
SMNG’s shareholders assuming total vesponsibility for any loss associated with
this project, with no liability or responsibility put on customers.” (Report and

Order p. 4, Case No. GA-2010-0114)

HAS THE ROGERSVILLE SYSTEM ACHIEVED THE PROJECTED CUSTOMER
COUNTS AND SALES VOLUMES REFLECTED IN THE FEASIBILITY STUDIES

SUBMITTED IN SUPPORT OF THE SERVICE AREA EXPANSTIONS?

No. The Company has not achieved the projections, This conclusion is based on
my review of the projected customer counts and projected sales volumes
contained in the service area feasibilily studies compared to information reflected
in the Company’s current filing. In an effort to provide a very conservative
comparison, Table 4 compares the customer counts and volumes for the third-year
period referenced in the feasibility studies compared fo the Company’s reported
current customer counts and volumes., For customer counts and volumes related
to the areas reflected in the CCN granted in GA-94-127, I used the imputed
volumes approved by the Commission. A copy of the Applications and feasibility

studies used in my analysis are included in Scliedule 1-Rogersville HC.
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DOES THE COMPANY ACKNOWLEDGE THAT ITS LOWER RATE O RETURN HAS
BEEN CAUSED BY FEWER CUSTOMERS CONNECTING, LOWER GAS
CONSUMPTION, CONSTRUCTION DELAYS, DELAYS 1IN CUSTOMERS

CONNECTING AND HIGHER CONSTRUCTION COSTS?

Yes, In response to Public Counsel Data Request No. 4 **

** The Company’s response to Public Counsel Data Request

No. 4 is attached to this testimony as Schedule 2HC.,
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Q.

1,

DOES THE COMPANY ALSO ACKNOWLEDGE THAT COMPETITION FROM

ALTERNATIVE FUELS HAS IMPACTED THE COMPANY?

ln response to Public Counsel Data Request No. 5 Company witness James
Anderson describes alternative fuels, particularly propane, as increasing the
perceived risk associated with the Company. He also acknowledges it has affected

the Company’s ability to gain customers.

The Company’s response to Public Counsel’s Data Request No. 5 is attached to

this testimony as Schedule 3,

ADDITIONAL REVENUE REQUIREMENT ISSUES

HAS THE COMPANY CLAIMED ANY OF THE FINANCIAL RISK FOR THE SYSTEMS

FALLING SHORT OF PROJECTED CUSTOMERS AND VOLUMES?

Only to a limited extent. The Company claims fo have made “management policy
decisions™ to reduce the rcquested increase for Branson and Warsaw, The
Company’s reasoning is that the Branson system is still growing and the
Company does not want to assigun the full cost of the system to early movers,
The decision to reduce the request for Warsaw relates to a mainline shared with
the Lake of the Ozarks system. The Company decided to reduce its request

pending growth on the Lake of the Ozarks system.
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Q.

IS THIS METHOD OF ADJUSTING ITS REVENUE REQUIREMENT TRANSPARENT
OR ADEQUATE IN DEMONSTRATING THAT 1T HAS MET ITS COMMITMENTS TO
INSULATE CUSTOMERS FROM THE RISK OF NOT ACHIEVING FORECASTED
CONVERSION RATES AND/OR CUSTOMER GROWTH PROJECTIONS IN EACH

DIVISION?
No.

FOR THE PURPOSE OF DETERMINING REVENUE REQUIREMENT FOR THE
ROGERSVILLE DIVISION, HAS THE COMPANY IMPUTED THE VOLUMES OF AT

LEAST 1,797,000 MCF AS IT AGREED TO DO IN CASE NO. GA-94-127?

No. Schedule TDP-1 Exhibit 1 and Schedule TDP-1 Exhibit 3, attached to the
direct testimony of Company witness Tyson Porter and included in Schedule 4 of
this testimony, indicate that the Company is using a volume level of only
1,755,522 for purposes of determining its claimed current revenues. Using the
lower volume level produces a lower current revenue estimate and a higher
revenue requirement estimate than would result from wsing the required

imputation.

SHOULD SNG BE ALLOWED TO RECOVER IN RATES THE PURCHASE DISCOUNT
ASSOCIATED WITH THE SALE OF SMNG TO MGU APPROVED IN CASE NO. GM-~

2011-0354?
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A,

No. Public Counsel witness Keri Roth identifies the level of bargain purchase
discount as ¥*’ *% which resulted from the sale of SMNG to MGU. In
this case, MGU, the buyer, appears fo have recorded the booked value for rate
making purposes instead of the lower value reflective of the discounted price

paid.,

The difference should not be charged to ratepayers for two reasons. The first
relates to SMNG’s commitments and Commission decisions requiring that if the
Company failed to meet the projections in its original CCN case and subsequent
CCN and rate cases, any risk associated with this failure would not be passed on
to ratepayers. As described above, the seller SMNG has historically failed to
achieve its projected customer counts and sales volumes. The SMNG assets were
eventually sold to MGU for an amount significantly below the reﬁorded book

value. The lost value should be borne by shareholders.

The second reason the Company should be allowed to recover only the
discounted sale price rather than the booked value paid for SMNG’s assets relates
to the Commission’s Affiliate Transaction Rules. At the time of the sale the seller
and buyer, SMNG and MGU, were under common ownership as discussed at
Page 2, of the direct testimony of MGU witness Michael Earnest in the merger
case GM-2011-0354. A copy of his testimony is attached as Schedule 5. Under
cominon ownership, both MGU and SMNG should have acted in accordance with

the pricing standards of the Affiliate Transaction Rule.
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4 CSR 240-40.015 (2) (A) states:

A regulated gas corporation shall not provide a financial
advantage to an affiliated entity. For the purposes of this
rule, a regulated gas corporation shall be deemed to provide
a financial advantage to an affiliated entity if -

1. It compensates an affiliated entity for goods or
services above the lesser of —

A. The fair market price; or
B. The fully distributed cost to the regulated
gas corporation to provide the goods or
services for itself; or
2. It transfers information, assets, goods or services
of any kind to an affiliated entity below the
greater of —

A. The fair market price; or

B. The fully distributed cost to the regulated
gas corporation.

Under the Rule, SMNG should have documented the fair market price and
sold the assets at the higher of fully distributed cost or the fair market price.
MGU as the buyer, should have documented the fair market price and bought the

assets at the lower of fully distributed cost or the fair market price.

While at this point there appears to be no clear way to determine the fair
market price as might have occurred in an “arms length” transaction, it is at least
reasonable to have expected SMNG to have received the booked cost as a
representation of fully distributed cost of the assets, To conform to the Affiliate
Transaction Rules while also accepting the discounted sale price, SMNG should

have written off a portion of the booked value. Likewise, since the transaction

- 21 -
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V.

was not an arms length transaction, MGU should not be allowed any advantage by

valuing the assets at a value higher than it paid for the assets,

SHOULD SNG BE GRANTED INCREASES WHEN IT HAS NOT DEMONSTRATED

THAT IT HAS MET ITS BURDEN TO INSULATE CUSTOMERS FROM RISK?

No. As I have demonstrated the Company has consistently failed to meet
projections and other commitments, it has also failed to demonstrate that

ratepayers have been sheltered from its aggressive growth strategy.

CUSTOMER RESPONSE TO THE PROPOSED RATE INCREASES

MANY RESIDENTIAL CUSTOMERS FILED COMMENTS WITH THE COMMISSION
OR TESTIFIED AT ONE OF THE LOCAL PUBLIC HEARINGS REGARDING SNG’S
PROPOSED RATE INCREASE. WERE ANY ISSUES RAISED IN THOSE COMMENTS

THAT ARE CONCERNING TO YOU?

Yes, there were many issues raised in the public comments that are of great
concern. The majority of customers are distraught over the size of the proposed
increase and the impact it would have on their bills and their budgets, Many
customers in SNG’s service tetritory are elderly or low-income and living on a
low fixed income such as social security, and the size of the proposed increase
would pose a significant burden to these customers. The common theme among

the customer comments is that the magnitude of SNG’s request is extremely
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excessive, with many customers referencing the 100% increase in the customer

charge for two SNG districts, and a 60% increase in the commodity rate.

Q. HOW DOES SNG’S REQUESTED INCREASE COMPARElTO RATE INCREASE

REQUESTS FILED BY OTHER NATURAL GAS COMPANIES IN MISSOURI?

A. Excluding SNG’s current request, in the past five (5) years the average requested

rate increase by natural gas companies is $65.54 annually. See Table 5 below.

Table 5

Natural Gas Company

Proposed Annual Increase for
Average Residential Customer

Case Number

Summit Natural Gas

$346.61 to $228.32"

GR-2014-0086

Missouri Gas Energy $27.96° GR-2014-0007
Laclede Gas Company $59.16° GR-2013-0171
Ameren Missouri $87.00 GR-2010-0363

' Request for Approval of Proposed Customer Notice, filed April 10, 2014, The Warsaw

District has the lowest proposed average impact of $228.32, while the Branson District

has the highest proposed average impact of $346.61. The Gallatin and Rogersville

Districts proposed average impacts are $244.50 and $289.70 respectively.

? Direct Testimony of Steve Lindsey, GR-2014-0007, p. 10, line 5.

3 Direct Testimony of Steve Lindsey, GR-2013-0171, p. 4, line 1.

* Case No. GR-2010-0363, UE Exhibit No. 1, General Information, Schedule 4, page 1

of I.
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So. Mo. Natural Gas $54.50° GR-2010-0347
Atmos Energy Corp. $105.72° GR-2010-0192
Laclede Gas Company $67.08° GR-2010-0171
Empire District Gas Co. $57.36" GR-2009-0434

For the Branson District, SNG is requesting a rate increase that is five fimes
greater than the average. It is certainly understandable why so many SNG

customers are angry and distressed over the magnitude of SNG’s request.

Q. WERE CONCERNS SIMILAR TO THOSE RAISED BY RESIDENTIAL CUSTOMERS

ALSO RAISED BY OTHER CLASSES OF CUSTOMERS?

A. Yes. Based upon my experience, it is uncommon in local public hearings
regarding natural gas rate increase proposals to have many small business and

commercial customers testify. However, SNG’s public hearings are noteworthy

> Order Approving Small Company Rate Increase and Approving Tariff, Case No. GR-
2010-0347, January 19, 2011. This number is based on the approved rate request rather
than the proposed increase because the impact of the proposed increase was not available.

It should be noted that the approved increase was $300,000 higher than the requested

increase.
% Direct Testimony of Kevin Akers, GR-2010-0192, p. 6, line 3.
7 Case No. GR-2010-0171, Laclede Letter to Commission Secretary, December 4, 2009,

¥ Case No. GR-2009-0434, Empire General Information filing, June 5, 2009.
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for the number of small business and commercial customers that have expressed
concern over their ability to afford the large bill increase proposed by SNG.
Many are concerned that the increase will force them into bankruptcy. In the
public hearing held in the City of Warsaw, for example, several chicken farmers
raised concerns over bankruptcy if the proposed increase is approved. Mr, Jeffrey
Miller testified that his chicken farming business spends approximately $40,000
annually on natural gas, and that SNG’s proposal would increase his gas bill by

20.5%, or over $10,000, which could force his business into bankl‘tlptcy.9

Q. DO YOU HAVE ADDITIONAL CONCERNS THAT A PORTION OF S8NG’S
CUSTOMERS BELIEVE THEY WERE MISLED INTO SUBSCRIBING TO SNG’S GAS

SERVICE?

A, Yes. This 1s another area of great concern. Many customers expressed feelings of
being misled by SNG regarding future rates when they originally switched from
propane to natural gas. During the local public hearing in the City of Branson,

Ms. Reanne Presley, Mayor of Branson, explained:

? Transeript (Tr.), Vol. 4, pp. 15-17.
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On behalf of our citizens and business owners within the City of
Branson, Missouri, I would like to raise a voice of concern about the
proposed level of increase in the price of natural gas. It appears that
much of the requested increase is due to the installation of the
distribution system in our area. Before this installation took place, the
community was not given adequate notification that the cost of this
construction was not built into the current rate structure, It was not
clear that the utility expected to recoup these expenses in future years
with rate increases. I have learned, since, that this is a common
practice, but [ must say that it was not made clear to our community, I
think neither to our citizens, not to our businesses, nor to our city

L

staff,'”

Ms. Gail Meyer, a SNG customer with a degree in chemical and petroleum
refining and engineering, echoed similar feelings.“ Ms Meyer testified that when
she originally subscribed for gas service for her commercial properties, “there was
a substantial amount of salesmanship” to convince her to switch to natural gas.'

For this reason, Ms. Meyer urges the Commission to “go to the lower end of the

" Tr., Vol. 6, p. 6.
"id, p. 14,

" 1d., p. 15.
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return on investment.”'?

Many other customers raised similar concerns throughout
the public hearing testimony and filed comments. I strongly encourage the
Commission to read through the comments and public hearing testimony and

factor customer feedback into the Commission’s deliberations as it determines

whether to grant SNG a rate increase.

WOULD IT BE COST PROHIBITIVE FOR SOME CUSTOMER TO SWITCH BACK TO

PROPANE ONCE THEY HAVE CONVERTED TO NATURAL GAS?

Yes. Staff requested information from SNG regarding the cost for customers to
convert to propane from natural gas. The Company estimated that depending on
the number of appliances and manufacturer of the appliances, the cost to the
customer could be between $100 and $450. For low income customers and
customers living on fixed incomes, an up-front cost of $100 to $450 can be cost
prohibitive. The Company’s response was unclear on whether there might be
additional costs related to renting or buying a propane tank or paying for a

minimum initial propane delivery.

RESPONSE TO THE STAFF AND COMPANY RATE DESIGN PROPOSALS

PLEASE DESCRIBE THE COST ASSIGNMENTS AT ISSUE IN THIS CASE,

P Id, p. 16.
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A.

Natural gas commodity costs. which are recovered through the Purchased Gas
Adjustment (PGA) and Actual Cost Adjustment (ACA) mechanisms, are not at
issue in this case. The remaining costs associated with providing natural gas
service, referred to as margin costs, are at issue. Margin costs are the cost of
physical plant, including: land, structures, mains, measuring and regulating
equipment, service lines, meters, house regulators, facilities used to deliver
natural gas to customers throughout the local service area, and other equipment.
In addition to plant costs, margin costs include costs related to the operation and
maintenance of physical plant; service related costs such as meter reading, billing,
records and collections, advertising and marketing; administrative and general

costs and taxes.

PLEASE DESCRIBE THE PARTIES’ PROPOSED METHODS FOR RECOVERING THE
COST TO PROVIDE SERVICE TO SMALL RESIDENTIAL AND COMMERCIAL

CUSTOMERS.

Traditionally, rate designs that recover margin costs have been constructed to

include a fixed monthly customer charge and a volumetric charge.

The customer charge collects those costs exclusive to serving a particular
custommer, such as the service line which carries gas from the main running along
the street to the customer meter, as well as, the cost of the meter and regulator
located at the customer premises. Assuming that customers in the customer class:

have sufficiently similar characteristics, they are served by the same size meter
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and regulator, are served by a line similar in length and diameter, their installation
costs are similar, then, in mathematical terms, the relationship between the costs
and the number of customers is a direct relationship; each customer adds a
uniform amount to costs, Serving each customer in a customer class also results
in incurring similar costs for meter reading, issuing a bill, processing payment and
recording activity on a customer’s account. The cost of physical plant at the
customer premises, related operations and maintenance expenses, and customer
service expenses directly related to the customer are costs that have, in the past,

been included in the monthly customer charge.

Other costs, such as the cost of mains, are driven by a need to satisfy demand
during peak periods and total consumption throughout the year. These types of

costs traditionally have been recovered through a volumetric charge.

This Company, like most regulated gas distribution and electric utilities,
collects costs through the combination of a customer charge and a volumetric
charge. In the cuirent case, both the Public Counsel and the Company propose to
continue the use of this traditional two-part rate structure. Staff, however,
proposes to implement a Straight Fixed Variable (SFV) rate design that would
recover all the margin costs assigned to the residential and small commercial

classes through a single fixed monthly charge.

WHAT RATE LEVELS DOES THE COMPANY PROPOSE TO IMPLEMENT FOR THE

RESIDENTIAL AND SMALL GENERAL SERVICE COMMERCIAL CUSTOMERS?
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A. The Company’s proposed rates are shown in Table 6.
Table 6
Summit Current and Proposed Small Customer Rates
Customer Charge Commodity Charge (Cef)
Existing Proposed Existing Proposed
Gallatin
Gi5-reskdential %1500 %20.00 30.44 50,72
GS-commercial $t5.00 $20.00 30.44 50.72
Warsaw
GS-residential $£15.00 $15.00 $0.55 50.95
GS-commercial $15.00 $15.00 $0.55 50,95
Rogersville
GS-residential %10.00 $20.00 30.47 50.74
GS-residential-optional 50.71 51.21
GS-commercial £15.00 340.00 50.46 $0.68
GiS-comunercial-optional $0.70 51.27
Branson
GS-residential %10.00 520.00 S0.57 50.94
GS-residential-optional 50.81 51.41
GS-commercial $15.00 £40.00 50.56 50.88
GB-commercial-optional $0.80 $1.47
Q. WOULD THE PROPOSED INCREASES BE DETRIMENTAL TO RESIDENTIAL AND
SMALL GENERAL SERVICE COMMERCIAL CUSTOMERS?
A, Yes, the increases would be detrimental, especially to the most vulnerable

customers such as low-income consumers and consumers living on fixed incomes.
The Company proposes that the customer charge increase by a third for
residential customers in the Gallatin District and double for residential customers
in the Rogersville and Branson Districts. Later in this testimony I explain how
high fixed charges are detrimental not only to the affected customer, but also to
other customers on the shared system. The Company’s proposed increase to the

Small General Service customer charge for commercial customers is even larger

- 30 -

NP



12

13

14

Rebuttal Testimony of
Barbara A. Meisenheimer
Case No. GR-2014-0086

at an increase of 167%. Further, he Company proposes volumetric increases

ranging from 43% to 80%.

SHOULD THE COMMISSION APPROVE THE COMPANY’S PROPOSED RATES FOR THE

RESIDENTIAL AND SMALL GENERAL SERVICE COMMERCIAL CUSTOMERS?

No. The Company has failed to demonstrate that the increases it proposes should

be borne by ratepayers,

WHAT RATE LEVELS DOES THE STAFF PROPOSE TO IMPLEMENT FOR THE

RESIDENTIAL AND SMALL GENERAL SERVICE COMMERCIAL CUSTOMERS?

Neither the Class Cost of Service Report nor testimony identify the specific rates
that the Staff proposes based on an SFV rate design. I have used information
from the Statff’s Class Cost of Service Report, Staff’s Class Cost of Service work
papers and Staff’s filed Accounting Schedules to quantify the rates that would
result from the Staff’s proposal to implement a SFV rate design. The rates are

shown in Table 7.
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Table 7.
Staff Proposed Small Customer Rates
Distribution Charge Calkulation from CCOS
Margin lncrcase  Current Revenue Resulting Revenng Mo, of Bills Dist. Charpe
Gallatin
General Service 7.84% $638,738 S688.831 15,845 543.47
Warsaw
General Service 103.47% $393,880 $801.443 10,295 $71.85
Rogersvilk
GS-residential 18.34% 33,717,806 $4.399,583 117964 $37.30
GS-reskdential-optional
GS-commercial 18.34% 51,895,892 $2,243,563 28,601 $78.44
GS-commerciakoptional
Branson
GS-residential 165.10% $184,071 8487977 6,518 $74.87
(iS-residentialoptional
GS-comimercial 165.10% $344,520 $913.356 3,278 S278.63
GS-commerciakoptional

Q. WOULD THE STAFF’S PROPOSED SFV DISTRIBUTION RATES BE DETRIMENTAL TO

CUSTOMERS?

A. Staff’s proposed monthly rates are excessive. In support of its proposal, the Staff
has provided no customer bill analysis to demonstrate the impact on customers at

different usage levels.

Q. DOES ANY REGULATED NATURAL GAS DISTRIBUTION COMPANY USE AN SFV RATE

DESIGN?

A. No. The only two local distribution companies that have ever used an SFV rate

design have discontinued its use, agreeing instead to a traditional rate design.
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Q.

WHAT POPULATION WOULD BE MOST NEGATIVELY IMPACTED BY A STRAIGHT
FIXED RATE DESIGN THAT REQUIRES LOW-USE CUSTOMERS TO PAY THE SAME

DISTRIBUTION RATE AS HIGH-USE CUSTOMERS?

Rate designs that recover all distribution costs through a fixed charge, and without
a volumetric rate, require low-use customers to pay more for their distribution
service than rate designs that include both a fixed charge and a volumetric rate.
This negatively impacts those households that use less than average amounts of

natural gas, which historically includes low-income households.

WOULD IT BE BEST TO PRICE SERVICE SO HIGH THAT THOSE CUSTOMERS WITH

VERY LOW USE DISCONNECT SERVICE?

Absolutely not. If low-use customers are paying the customer-related costs
dedicated to serving them, such as the cost of the meter, service and meter reading
and, in addition, are making some contribution to the shared system costs, then

having that customer on the system benefits other customers.

IF THE LOW-USE CUSTOMER PAYS LESS TOWARD SHARED SYSTEM COSTS THAN
DOES A HIGH USE CUSTOMER, DOES THAT MEAN THAT THE LOW-USE

CUSTOMER’S SERVICE IS SUBSIDIZED?

No. While the low-use customer may provide a lower return than a high use

customer, it the low-use customer is paying the customer-related costs and
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making some contribution to shared system costs, the low-use customer’s service

is not subsidized.

MIGHT HIGH CUSTOMER CHARGES PROVIDE AN INCENTIVE FOR LOW-USE

CUSTOMERS TO DISCONNECT SERVICE?

Yes, high customer charges may result in pricing some low-use customers out of
the market. This would be an undesirable and potentially harmful outcome. A
high customer charge could also result in an increase in customers disconnecting

service during the summer when space heating is not necessary.

DO LOW-INCOME MISSOURI HOUSEHOLDS TEND TO CONSUMES LESS NATURAL

GAS THAN THE AVERAGE INCOME HOUSEHOLD?

Yes. Although low-income consumers tend to live in less energy efficient
housing, they tend to use less energy due to living in housing units with less

square footage.

WHAT LEVIDENCE SUPPORTS YOUR CONCLUSION THAT THE AVERAGE LOW-
INCOME MISSOURI HOUSEHOLD CONSUMES LESS NATURAL GAS THAN THE

AVERAGE HOUSEHOLD?

The U.S. Energy Information Administration’s (EIA) 2009 Residential Energy
Consumption Survey (RECS) provides statistics on energy consumption in the
U.S. This statistical evidence is gathered and published to assist in the

establishment of sustainable cnergy policies, such as an energy policy that
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recognizes the needs of vulnerable low-income households, The RECS energy
consumption data in Diagram 1 shows that average houéehold natural gas usage
increases with income in both the Midwest region, which includes Missouri, and
the South region, which borders Missouri to the south." This shows that low-
income households in colder regions and in warmer regions use below average
amounts of natural gas. Accordingly, rates that harm low-volume users are

disproportionately harmful to low-income households.

Diagram i

Average Household Natural Gas Consumption
by Income in the Midwest and South
{per miliion Btu}

$120,000 or more
$80,000 to $99,999 ot
$40,000 to $59,999 .

Less than $20,000 | Midwest

o 50 100 150

Q. ARE THERE PUBLIC HEALTH CONCERNS ASSOCIATED WITH A RATE DESIGN THAT

PLACES MORE COST RESPONSIBILITY ON LOW-INCOME HOUSEHOLDS?

" Source: U.S. Energy Information Administration, 2009 Residential Energy Consumption
Survey, Final Energy Consumption and Expenditures Tables CE2.3 and CE2.4 (See Schedule 6).
The 12-state Midwest region includes Missouri and the bordering states of Illinois, lowa, Kansas,
and Nebraska, The 15-state South region includes Arkansas, Oklahoma, and Tennessee that
border Missouri to the south.
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A.

Yes. Access to affordable home energy is a serious matter of health and safety for
low-income households. High gas bills force low-income households to go
without service or to lower their home temperatures to levels that threaten the
health of vulnerable populations, particularty children and the elderly. There is a
direct link between body temperature, health, and safety. Cold weather
“challenges the body’s ability to maintain a steady core temperature. Anything
that impairs the body’s ability to regulate its own temperature heightens
vulnerability.”'® This poses a “significant risk factor” for children and the elderly
and those already suffering fiom chronic diseases such as heart disease, stroke,
respiratory disease like asthma, and diabetes.'® This risk is higher in low-income
households because they are likely to have seniors, disabled members, or children
in the home. In fact, ninety percent (90%) of low-income homes receiving energy
assistance have a household member that is among these vulnerable populations,'’
and in 19% of low-income households an illness was caused by keeping the home
too cold." “Financial stresses on households facing high home energy bills mean

that some will go without food or a full dose of medically necessary prescription

" Affordable Home Energy and Health: Making the Connections, by Lyan Page Snyder, PhD,
MPH, National Energy Assistance Directors Association, and Christopher A. Baker, AARP
Public Policy Institute, June 2010. (see Schedule 7)

lﬁ[d

" National Energy Assistance Directors Association (NEADA), http://neada.org/program-policy-

reports/

]81-01'
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¥ The Commission has an

medicines,” posing further threats to public health,
opportunity to make a meaningful impact on low-income houscholds with a rate
design that helps low-income gas users stay connected and maintain an adequate

level of service, resulting in positive health benefits for children, disabled, and

¢lderly that are most vulnerable to cold weather.

ARE THERE PUBLIC SAFETY CONCERNS ASSOCIATED WITH A RATE DESIGN THAT

PLACES MORE COST RESPONSIBILITY ON LOW-INCOME HOUSEHOLDS?

Yes. The inability to afford natural gas causes many households to move to an
auxiliary heat source such a kitchen oven or a portable electric space heater. The
Missouri Department of Public Safety, Office of the State Fire Marshall, reports
on its website that “space heaters account for about one-third of home heating
fires and 80 percent of home heating fire deaths annually, according to the

»20

National Fire Profection Association. A rate design that places more cost

responsibility on low-income households increases these threats to public safety.

WHAT REASONS DO THE STAFF GIVE IN THE STAFF CLASS COST OF SERVICE

REPORT IN SUPPORT OF THE SFV RATE DESIGN?

Staff argues that collecting the residential and small commercial customers’ cost-

of-service in a fixed monthly Delivery Charge is an equitable and reasonable way

Yi1d

0 hitp://www.dfs.dps.mo.gov/safetytips/home-heating-safety.asp
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to recover cost. Staff claims that the difference in the cost of serving two
customers within the residential or small commercial rate class is not driven by
the customer load. Staff reasons that any difference in the cost to serve these
classes is more likely driven by factors other than customer size, such as distance
from the transmission pipeline, customer density in the area, the terrain in the
customer’s geographical area, or the exact age and depreciated cost of the

equipment serving the customer,

DOES THE SFV RATE DESIGN MEET THE OBJECTIVE OF DESIGNING RATES BASED

ON COST CAUSATION?

No. The SFV rate design is inappropriate for recovering all distribution costs
because, while the SFV recovers costs in a one-size-fits-all fee, a portion of
distribution costs vary with use and would be best recovered on a volumetric
basis, Businesses generally have certain costs, such as building and equipment
costs that are fixed over a period of time. Once those investments are made, they
may be considered fixed costs but that does not dictate the manner in which the
fixed cost should be recovered or the proportion of the cost that should be
recovered from each customer. For example, the cost of mains, once placed, may
be considered a fixed cost but the cost depends, in part, on the level of demand
reflected in planning for capacity requirements. Design day demand, which is
used for planning capacity requirements is developed based on historic demand
during extremely cold weather that reflects variation in use across customers,

Higher anticipated demand causes larger capacity mains to be placed and a larger

- 38 -
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level of total mains investment. Because the level of fixed cost in mains
investment depends in part on demand that varies among customers, the
investment should not be recovered in a uniform fixed charge but would be better

recovered through charges that reflect variations in customer demand.,

In this case, both the Company and Staff cost of service studies atlocate
the cost of mains on a volumetric basis. As described in Schedule 8 which is a
copy of an email that I received in response to an inquiry to Dan Beck, th:e
witness that developed the Staff’s mains allocator, Mr. Beck describes that both
the Company and Staff mains allocations are based on customer class usage for
the months of January and February. This means that customers within a
customer class who use more in peak winter months contribute to greater costs
being assigned for recovery from the customer class. It is reasonable and
appropriate to design rates to include a volumetric component that recovers more

costs from those customers with greater use.

Because Staff and the Company allocate costs to the small customer classés
relative to other classes based on the peak winter month volumes consumed, the
mains costs are not directly related to the number of residential customers, but
instead are related to usage characteristics. Schedule 4 illustrates the portions of
the Staff workpapers showing that costs are ailocated to the customer classes
based on usage factors. The costs Staff allocates to small customer classes based

on volumetric usage include, the cost of plant investment and all associated
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expenses, such as operations and maintenance expense and a portion of

overheads.

Since individual smal! customer usage characteristics including total
consumption and peak period consumption confribute to developing the
allocations of costs to the small customer classes, it is again perfectly reasonable
that rates are constructed so that customers within the class who use more overall,
and use more in peak demand periods, pay more. A ftraditional rate design which
combines a uniform customer charge with a volumetric rate component has the
flexibility to recover a basic level of costs from all customers, and to recover the
remaining costs incrementally consistent with use. The SFV is inflexible and

does not recover costs consistent with volumetric cost drivers.

HAS THE STAFF PREVIOUSLY REJECTED PROPOSALS TO RECOVER ALL
DISTRIBUTION COSTS THROUGH A TFIXED CHARGE DUE TO CONCERNS

REGARDING THE POTENTIAL DETRIMENT TO LOW-USE CUSTOMERS?

Yes. The detrimental impact on low-use customers of full non-gas recovery
through a fixed flat rate was foreseen by Staff witness Dr. Michael Proctor in his
Surrebuttal Testimony in Laclede Gas Case No. GR-2002-356. In testimony
responding to Laclede’s proposed weather mitigation rate design proposal, Dr.
Proctor explained: “While the Staff favors using rate design as a weather
mitigation measure, because of the detrimental impact on small users, the Staff

was not willing to recommend recovering all of the non-gas costs in either the
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customer charge, first block rate or a combination of these rate components....”
(emphasis added) The SFV has exactly the effect that Dr. Proctor rejected
because it is designed to collect all distribution costs through a monthly customer

charge.

THE STAFF ARGUES THAT THE SFV RATE DESIGN IS DESIGNED TO COLLECT IN
RATES THE COSTS ASSOCIATED WITH ACTUALLY SERVING CUSTOMERS, SUCH AS
COSTS FOR METERING THE CUSTOMER’S USAGE, PREPARING BILLING, AND
COSTS RELATING TO THE DISTRIBUTION SYSTEM USED TO SUPPLY NATURAL GAS
TO CUSTOMERS. THE STAFIF ALSO ARGUES THAT THESE TYPES OF COSTS DO NOT
VARY WITH INDIVIDUAL CUSTOMER USAGE BUT ARE FIXED IN NATURE., PLEASE

RESPOND TO THE STAFF’S POSITION,

The key to determining what costs can reasonably be recovered in a uniform
customer charge is to identify the costs that are directly related to serving a
particular customer irrespective of the commodity used. The cost of customer
dedicated plant, such as the cost of meters and service lines located at the
customer premise, associated expenses, meter reading and arguably some
customer service expenses for billing, can reasonably be recovered through the
customer charge. Capacity-related common costs that are used to provide service
to multiple customers and have associated costs driven by use characteristics
related to peak demand or total consumption should not be treated as customer
related for purposes of assigning costs. While the Staff’s policy position on rate

design may not acknowledge that distribution costs vary with individual customer
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use, as | provided evidence of above, its cost studies do assign costs to the small
customer classes based, in parf, on individual customer volumetric usage

characteristics.

To understand the magnitude of this cost assignment issue, the
Commission should note that while the Staff proposes to recover all distribution
costs in the fixed customer charge, in its class cost of service study, on a revenue
neutral basis, it assigns only a fraction of costs as direct customer costs. The Staff
then adds a significant increment per customer in other common costs to arrive at
what it considers cost-based fixed delivery charges. A copy of the portion of
Staff’s work papers showing these calculations is included as Schedule 10. The
amount of costs collected in the delivery charge far exceeds a level of costs that

reasonably can be considered as customer-related costs.

THE STAFF ALSO ARGUES THAT AN SFV RATE DESIGN MORE CLOSELY ALIGNS
THE COMPANY’S AND CUSTOMERS’ INTERESTS REGARDING CONSERVATION, AND
ENABLES GAS UTILITIES TO ACTIVELY PROMOTE CONSERVATION WITHOUT
HARMING THEIR SHAREHOLDERS, BECAUSE REVENUES FROM RESIDENTIAL AND
SMALL GENERAL SERVICE CUSTOMERS NO LONGER DEPEND ON RESIDENTIAL
AND SMALL GENERAL SERVICE CUSTOMERS’ USAGE. PLEASE RESPOND TO THE

STAFF’S POSITION,

The SFV relieves sharcholders only of not the risk of reduced usage due to

conservation and efficiency measures, but also all risk associated with warmer
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than normal weather. In addition, Companies generally are allowed to recover the
cost of conservation and efficiency programs in rates. In contrast, customers lose
the ability to reduce the portion of the bill related to distribution charges and stitl
face the risk of adverse market movements that increase the commodity cost of
naturat gas. Staff’s position on this issue does not reasonably balance the interests

of the Company and its customers.

A factor related to the potential impact of conservation and efficiency
programs that influenced the Connission’s past limited approval of the SFV rate
design was that extensive conservation and efficiency programs might lower the
commodity cost of natural gas at the national level, which in turn might benefit
Missouri consumers, Unlike electric utilities that have significant control over
generation costs, Missouri’s LDC’s have limited opportunities to influence the
price consumers pay for the gas commodity. The cost effectiveness of natural gas
conservation and efficiency programs are tied to the price of the natural gas
commodity. In recent years, the price of delivered natural gas has fallen
significantly and become less volatile. In turn, this has lowered customers’ bills
and reduced the risk of upward volatility. These factors have reduced the cost
effectiveness and net benefit of natural gas conservation and efficiency programs
to Missouri customers. This is not to say that we should abandon cost effective
conservation and efficiency effoits, but it is reasonable to reevaluate what

customers receive in exchange for the SFV rate design. A traditional rate design
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allows customers to benefit directly and immediately through their own

conservation and efficiency efforts.

PO YOU BELIEVE THAT A TRADITIONAL RATE DESIGN THAT RECOVERS A
PORTION OF COSTS IN A CUSTOMER CHARGE AND A PORTION IN A VOLUMETRIC
RATE PER UNIT PROVIDES A BETTER INCENTIVE FOR CONSERVATION THAN

RECOVERING ALL COST IN A FIXED FLAT RATE?

Yes. The traditional rate design provides a better incentive for customer to
conserve than does the SFV rate design, because under traditional rate design
increasing consumption increases the distribution charges a customer must pay.
Under the SFV rate design, a customer using little or no natural gas in a month
pays just as mwuch in distribution cost recovery as a customer using limitless
natural gas. Setting distribution rates in a manner that recovers a portion of costs
based on volumes creates a financial incentive for a customer to turn back the

thermostat and to reduce the gas used for cooking and water heating.

HAS THE COMMISSION RECENTLY MADE FINDINGS CONSISTENT WITH YOUR
CONCERNS ABOUT COST ALLOCATIONS, CONSERVATION INCENTIVES AND

CUSTOMERS’ ABILITY TO CONTROL THEIR BILLS?

Yes. In recent electric cases, the Commission has rejected proposals to recover a
greater proportion of distribution costs through the customer charge requiring that
some distribution costs be recovered on a volumetric basis. The Commission also

recognized that high customer charges diminish efforts toward conservation and
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reduce low-use customers’ ability to control their bill, For example, in Case No. ER-

2012-0166 the Commission made the following findings related to these issues.
Case No. ER-2012-0166 -Findings of Fact:

10.  The chief difference between the various cost of service studies
is the amount of distribution plant that each expert assigned to
customer-related usage. Ameren Missouri’s study tends to overstate
the amount of the distribution system that would appropriately be
allocated to customer-related usage. On that basis, for this purpose,
the Commission finds the cost of service studies submitted by Staff

and Public Counsel to be more reliable,

I1. Regardless of their details, the Commission is not bound to
set the customer charges based solely on the details of the cost of
service studies. The Commission must also consider the public policy
implications of changing the existing customer charges. There are
strong public policy considerations in favor of not increasing the

customer charges.

12, Recently, in File Number EQ-2012-0142, the Commission
approved Ameren Missouri’s first energy efficiency plan under the
Missouri Energy Efficiency Investment Act. (MEEIA).  Shifting
customer costs from variable volumetric rates, which a customer can

reduce through energy efficiency efforts, to fixed customer charges,
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that cannot be reduced through energy efticiency efforts, will tend to

reduce a customer’s incentive to save electricity.

13. Admittedly, the effect on payback periods associated with
energy efficiency efforts would be small, but increasing customer
charges at this time would send exactly to [sic] wrong message to
customers that both the company and the Commission are encouraging

to increase efforts to conserve electricity.

In Case No. ER-2012-0176, the Commission also rejected a proposal to
increase monthly customer charges recognizing that it was more appropriate to
increase volumetric charges because those charges are more within the customer’s

control to consume or conserve.
HOW HAVE CONSUMERS RESPONDED TO THE SFV RATE DESIGN?

Consumers who have commented on this rate design when it was implemented for
other LDCs have overwhelmingly opposed it. In comment after comment customer
responses demonstrated that customers viewed the SFV rate design as burdensome
and unfair. The clearest evidence of customer opposition to the SFV rate design was
conveyed to the Commission in Case GR-2009-0355 by the Commission’s
Consumer Services Manager Ms. Gay Fred. She testified that her department
received and read all of the approximately 12,000 comment cards received by the
Commission. Ms. Fred personally read about 9,000 of the 12,000 comments. She

testified that customers appeared unhappy with the adverse effect of the new SFV
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rate design and described the overall customer reaction to the SFV rate design as
negative. Ms. Fred also testified that the Consumer Services Department received a
lot of calls complaining of the SFV, but did not receive a single call in support of the
high fixed charge rate design. The negative public reaction to the high fixed charge

is indicative of the negative impact a high fixed charge has on rate affordability.

WHAT IMPACT DOES THE SFV RATE DESIGN HAVE UPON RATEPAYER

CONSERVATION AND ENERGY EFFICIENCY INCENTIVES?

The SFV rate design has a negative impact on conservation and energy efficiency
because it reduces the ratepayer’s incentive to implement energy efficiency
measures and conserve usage. This negative impact was recognized in the 2006
National Action Plan for Energy Efficiency, which is described as “a plan
developed by more than 50 leading organizations in pursuit of energy savings and
environmental benefits through electric and natural gas energy efficiency.” The
Plan was funded by the U.S. Department of Energy (DOE) and the U.S.
Environmental Protection Agency (EPA), and included input from all sectors of
the utility industry, including public utility companies. The Plan includes a
chapter on rate design, which addresses rate designs similar to the SFV and
concludes that “they create a barrier to customer adoption of energy efficiency

because they reduce the savings that customers can realize from reducing
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usage.””' It further states that “volumetric rates are more favorable for energy

efficiency promotion.” Key findings regarding rate design include:

. Rate design is a complex process that balances numerous regulatory and
legislative goals. It is important to recognize the promotion of energy

efficiency in the balancing of objectives.

. Utility rates that are designed to promote sales or maximize stable
revenues tend to lower the incentive for customers to adopt energy

efficiency.

. Rate forms like declining block rates, or rates with large fixed charges
reduce the savings that customers can attain from adopting energy

efficiency.

The Plan concludes its chapter on rate design with a section titled
Recommendations and Options, and recommends “eliminating rate designs that
discourage energy efficiency by not increasing costs as customers consume more

electricity or natural gas.”

Q. IS THE NATIONAL ACTION PLAN FOR ENERGY EFTFICIENCY CRITICAL OF THE SFV

RATE DESIGN SPECIFICALLY?

* National Action Plan for Energy Efficiency, U.S. Department of Energy and U.S.

Environmental Protection Agency, July 2006, page 5-2.
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A,

Yes. In 2009, the EPA and DOE released a comprehensive study titled Customer
Incentives for Energy Efficiency Through Electric and Natural Gas Rate Design:
A Resource of the National Action Plan for Energy Efficiency (See Schedule 4).22
Its purpose is to address “the issues and approaches involved in motivating
customers to reduce the total energy they consume through energy prices and rate

design.”” Under a list of four “specific findings,” the first finding states:

J Shifting costs from volumetric to fixed charges, through rate designs such
as straight fixed-variable, does not encourage customer energy

efficiency.”

Adopting a rate design that includes a flat customer charge coupled with a
volumetric rate will maintain the additional incentive to reduce usage through

energy efficiency investments and conservation.

ARE THERE ADDITIONAL STUDIES THAT SUPPORT THE D.OQ.E. AND E.P.A.

NATIONAL ACTION PLAN CONCLUSION THAT SFV RATE DESIGNS ARE HARMFUL

2% Customer Incentives for Energy Efficiency Through Electric and Natural Gas Rate Design: A

Resource of the National Action Plan for Energy Efficiency, U.S. Department of Energy and U.S.

Environmental Protection Agency, September 2009.

B 1d,

2 1d
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| 45

TO ENERGY EFFICIENCY AND CONSERVATION GOALS?

Yes. According to The Regulatory Assistance Project (RAP), “some studies have
estimated that SFV pricing can cause usage to go up 10% or more, enough to
offset much or all of the benefit of energy efficiency programs,”  The RAP is
“a global, non-profit team of experts focused on the long-term economic and
environmental sustainability of the power and natural gas sectors, providing
assistance to government officials on a broad range of energy and environmental
issues.”™ The RAP study identified the following “adverse side effects” of SFV:
(1) Energy prices are set far below long-run marginal cost, leading to uneconomic
usage; (2) Small users, particularly seniors and apartment dwellers, pay much
higher electric and gas bills; and (3) Consumers investment in energy efficiency is

discouraged.”’

CONSOLIDATIN OF TARIFFS AND MISCELLANEQUS FEES

% Revenue Regulation and Decoupling: A Guide to Theory and Application, June 2011, The

Regulatory Assistance Project, www.raponline.org/document/download/id/902, [emphasis

added].

2 WAV

raponline.org.

27!(1.
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Q.

SNG WITNESS MARTHA WANKUM DESCRIBES THE COMPANY’S PROPOSAL TO
CONSOLIDATE THE SMNG SERVICE AREA TARIFF AND THE MGU SERVICE

AREA TARIFF. DOES PUBLIC COUNSEL SUPPORT THIS PROPOSAL?

Public Counsel does not oppose working toward a consolidated tariff provided
that the process is not detrimental to customers. Where the SMNG and MGU
tariffs currently reflect different fees for a like service, Public Counsel suggests
that instead of allowing the higher of two fees, as the Company suggests, the
Commission should instead allow a consolidated rate set, at most, at the lower of
the two fees. For example, as the Company currently applies charges for the
disconnection and reconnection of service for a residential customer during
normal business hours, the Company would charge a customer $70 in the SMNG
service area and $80 in the MGU area. The SMNG rate of $70 is already high,
yet the Company proposes to charge that customer $80 under a consolidated

tariff.

WOULD YOU OPPOSE ANY INCREASE IN LATE PAYMENT CHARGES DUE TO

CONCERNS REGARDING THE IMPACYT ON LOW-INCOME HOUSEHOLDS?

Yes. Ina 1994 journal article, Roger Colton, a well know expert on low-income
affordability issues, explained the potential harm of imposing late payment fees

on low-income customers;

A fourth component of addressing low-income energy problems is

to provide regulatory protections against actions that tend to
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irrationally and unreasonably inflate the cost of low-income
energy. Protecting against the imposition of late fees is one such

example,

Low-income households do not pay because they cannot afford to
pay. Secking to create an incentive to make prompt payments by
making unaffordable bills even higher is not only ineffective, but

ultimately counter-productive.?®

At least with respect to low-income households, increasing late payment charges

would be counter-productive.

Q. WOULD YOU ALSO OPPOSE EFFORTS TO IMPOSE A SEASONAL DISCONNECTION

CHARGE?

A, Yes. Customers should not be forced to pay for service they do not want or
cannot afford. Requiring returning customers to pay seasonal disconnection

charges creates an unnecessary barrier to customers joining the system.

Q. WHAT OTHER CONDITIONS DO YOU RECOMMEND FOR A CONSOLIDATED

TARIFF?

*® Colton (1994). "Energy Efficiency and Low-Income Housing: Energy Policy Hurts the Poor,"
XVI ShelterForce: The Journal of Affordable Housing Strategies 9.
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A. If particular terms and conditions differ between the tariffs, the Commission
should allow consolidation only if the more lenient term or condition is adopted.
For example, in the SMNG territory, the Company currently offers customers a
175 foot main extension at no charge and $3.00-$9.00 per additional foot. Under
the consolidated tariff, the Company would offer customers a 200 foot main
extension at no charge and $3.00 per additional foot. In this case, new SMNG
customers would benefit from a consolidated tarift while new MGU customers

are made no worse off.
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VII, Other Tariff Issues

Q.

SNG WITNESS MARTHA WANKUM DISCUSSES SNG’S PROPOSAL TO IMPLEMENT
A FREE CONVERSION PROGRAM. WHAT ARE OPC’S CONCERNS WITH SNG’S

FREE CONVERSION PROGRAM PROPOSAL?

First, the proposal is not adequately explained in the testimony or in the tariff
sheets to provide the reader with a good understanding of what exactly is being
offered for “free” to new customers, and whether consideration is being offered
for conversions, installations, neither or both. Second, OPC opposes giving
ratepayer-funded consideration to a new customer to switch to natural gas when
the low price of natural gas alone provides a significant incentive for existing
propane customers to switch to natural gas from propane. Third, the proposal
violates the Commission’s promotional practices rules in several respects, further

explained below.

SNG HAS NOT LABELED ITS PROPOSED FREE CONVERSION PROGRAM AS A
FROMOTIONAL PRACTICE. WOULD THE PROPOSED FREE CONVERSION

PROGRAM CONSTITUTE A PROHIBITED PROMOTIONAL PRACTICE?

Yes. Commission rule 4 CSR 240-14.010 (6)(L) defines promotional practices as
“any consideration offered or granted by a public utility...to any person for the
purpose, express or implied, of inducing the person to select and use the
service...of the utility or to select or install any appliance or equipment designed

to use the utility service, or for the purpose of influencing the person’s choice or
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specification of the efficiency characteristics of appliances, equipment, buildings,
utilization patterns or operating procedures.” SNG’s proposal would appear to
offer some form of consideration to applicants for new service for the sole
purpose of inducing the applicant to install a gas furnace and/or thermostat and
become a new SNG customer. For this reason, the free conversion program
would constitute a promotional practice. It also would constitute a prohibited
promotional practice under 4 CSR 240-14.020, which prohibits promotional
practices that offer consideration to induce a person to subscribe to the services of

the utility.

HAS SNG REQUESTED A VARIANCE FROM THE COMMISSION TO AUTHORIZE A

PROHIBITED PROMOTIONAL PRACTICE?

No. Commission Rule 4 CSR 240-14.010(2) states that the Commission may
grant a variance from the promotional practice rules “for good cause shown.”
SNG has not requested a variance, nor as SNG explained what good cause exists
to allow the prohibited promotional practice. In addition, SNG has not shown
proof of service that it served a copy of the request on other public utilities
operating in the SNG service area, which is also required when seeking such a

variance.

ARE THERE SPECIFIC FILING REQUIREMENTS FOR PROMOTIONAL PRACTICES
THAT SNG DID NOT COMPLY WITH REGARDING ITS FREE CONVERSION

PROGRAM PROPOSAL?
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A.

Yes. SNG’s proposal does not comply with Commission Rule 4 CSR 240-3.255,
Filing Requirements for Gas Utility Promotional Practices. Specifically, SNG’s
proposed tariff sheets do not identify the proposed program as a promotional
practice, and they do not include a description of the promotional practice with a
statement of its purpose or objective. Moreover, the proposed tariff sheets do not
adequately explain the terms of the program. The direct testimony of SNG
witness Ms. Martha Wankum describes the “free conversion program” as being
offered “for a charge” to new customers. Customers would be charged for the
actual cost of pipe and fittings to customers, and customers would pay a
“technician-only hourly labor charge of $30 and a technician and truck hourly
labor charge of $40.” Not explained in the testimony or in the tariff is what
precisely would be “free,” and the tariffs do not adequately explain that customers
will be charged for pipe and fittings. Furthermore, the proposed free conversion
program tariff sheets also address installations without an adequate description of
what is included in the installations and whether all or any costs of installations

are the customer’s responsibility.

PLEASE SUMMARIZE OPC’S OBJECTIONS TOQ THE PROPOSED FREE

CONVERSION PROGRAM.

OPC objects to the program because it is vague, it would require customers to pay
for SNG’s growth initiatives, good cause has not been shown, and the proposal

violates the Commission’s promotional practices rules.
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Q.

SNG WITNESS MARTHA WANKUM ALSQ DISCUSSES SNG’S PROPOSAL TO
MODIFY THE COMMODITY CHARGE FLEX PROVISIONS. THE PROPOSAL WOULD
ALLOW THE COMPANY TO FLEX BETWEEN TWO DIFFERENT COMMODITY
RATES FOR CONTRACT COMMERCIAL SERVICE CUSTOMERS AS WELL AS
LARGE GENERAL SERVICE, LARGE YOLUME AND TRANSPORT CUSTOMERS.
WHAT ARE OPC’S CONCERNS WITH SNG’S PROPOSAL TO MODIFY THE FLEX

PROVISIONS?

This proposal, like the conversion program discussed above, appears to qualify as
a promotional practice and should conform to the requirements discussed above.
Another concern is that it allows the Company substantial discretion in granting a
significantly different rate to customers that do not necessarily reflect unique
characteristics which justify extending such extraordinary discounts. For
example, the qualifying criteria are simply that a Commercial Service class
customer using 3,000 Ccf per year and agreeing to a contract of one year could
potentially pay a flex rate of $0.25 per Ccf while another Commercial Service
customer also using 3,000 Cef per using could pay as much as $1.00 per Ccf. In
addition to the discriminatory treatment that might occur within a customer class,
I am also concerned that the Company ultimately will seek to recover the shortfall

associated with this offering on an inter-class basis.

PLEASE SUMMARIZE YOUR TESTIMONY AND RECOMMENDATIONS.
The Commission should reject the Company’s proposal to raise rates based on the

Company’s failure to demonstrate compliance with its past commitments and

- 57 -
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Comimission directives to insulate customers from the risks associated with
service area expansions, The Company has failed to achieve the level of customer
growth it projected and now seeks rate increases at levels that are extremely
excessive to customers, Customers are concerned about their ability to afford
service, and some expressed feeling misled by SNG regarding future rates when
they originally switched from propane to natural gas. Public Counsel strongly
opposes the Staff proposal to have all residential and small commercial customers
pay the same distribution charges regardiess of use. High fixed charges are
detrimental to low-use customers and provide customers with less incentive to
conserve and less ability to control their bills. The traditional method of designing
rates to include both a monthly customer charge and a volumetric rate fairly
recovers costs and promotes greater use of the shared system. Consolidation of
the Company’s terms and conditions of service and miscellaneous service fees
should be done in a manner that minimizes detrimental customer impacts,
Finally, the Company’s proposal to revise its flexible pricing provision for
commercial and industrial classes, and its proposal for approval of a conversion

incentive program, should be rejected.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes,
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GA-2007-0168

BEFORE THE PUBLIC SERVICE COMMISSION
STATE OF MISSOURI

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

of public convenience and necessity

authorizing it to construct, install, own, operate,
control, manage and maintain a natural gas '
distribution system to provide gas service in
Branson, Branson West, Reed’s Spring

and Hollister, Missouri.

Case No, GA-2007-0168

FIRST AMENDED APPLICATION

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

1. Southern Missouri Gas Compény, L.P. d/b/a Southern Missouri Natural Gas, a
Missouri limited partnership, (“SMNG”) owns and operates a natwal gas transmission aﬁd
distribution system located in- éouthem Missouri which serves approximately 7,500 resid;antial,
commercial and industrial customers. SMGC is a "gas corporation” and "public utility" under
the jurisdiction of the Missouri Public Service Commission, pursuant to Chapters 386 and 393,
RSMo. 2000. The Company's street and mailing address is; 301 E. 17" Street, Mountain Grové,

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

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

be addressed to:

James M. Fischer

Fischer & Dority, P.C.

101 Madison Street--Suite 400
Jefferson City, Missouri 65101
Telephone:  (573) 636-6758
Email; jfischerpe@aol.com

Mike Lumby, General Manager

Southern Missouri Gas Company, L.P,

301 E. 17" Street

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

Randal T. Maffett

Sendero Asset Management, LL.C
1001 Fannin--Suite 550

Houston, Texas 77022 g
Telephone: ~  (713) 655-0523
Bmail: rmaffett@sendero.biz

3. Copies of SMNG’s Certificate Of Good Standing from the Missouri Secretary of

State and its Fictitious Name Registratibn were f)reviously filed in Case No. GA-2007-0212 and -

GN-2006-0203, respectively, and are incorporated herein by reference.

4. As explained in the Motion To Substitute Parties filed in this proceeding by

SMNG on June 29, 2007, SMNG and Alliance Gas Energy Corporation (“AGE”) entered into an

Asset Purchase Agreement (dated June 29, 2007) under which SMNG acquired the assets of

Alliance Gas Energy, including the assignment of the Branson and Hollister, Missoﬁri
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Franchises, needed to provide natural gas service in the Branson and Hollister, Missouri area.”
As aresult, AGE’s interest in this proceeding has been effectively transferred to SMNG, and the
Commission on July 11, 2007, granted SMNG’s l_notion for substitution of party.

| 5. Attached hereto and marked as Appendix A are maps of the location of the
proposed service area. Aftached hereto- and marked as Appendix B is a metes and bounds legal
description of the proposed boundaries of the certificated area.

6. Attached hereto as Appendix C is SMNG's Feasibility Study and a surnmary of
the plans and specifications for the project including the estimated cost of construction.

SMNG’s plans for financing this project were previously filed on December 8, 2006, with the
SMNG Application in Case No. GF—2007—ﬁ215_ and are incorporated herein by reference.

7. A list of ten persons residing in or whé are landowners within the proposed
service area was previously included in the AGE Application filed on October 26, 2006, and is
incorporated herein by reference.

8. As explained in the original Application filed by AGE on October 26, 2006, AGE
obtained a franchise from the City of Branson, Missouri to provide natural gas service to
customers in Branson, Missouri which was included in the AGE Applicafion filed on October 26,
2006, and is incorporated herein by reference. This franchise has ‘been assigned to SMNG,

' purspaﬁt to the Asset Purchase Agreement dated June' 29, 2007. On July 23, 2007, the City
Council of Branson, Missouri approved the assignment of the Branson Franchise to SMNG. A
copy of this governmental approval is contained Appendix D. In addition, SMNG is seeking to

obtain approval of the assignment of the Hollister franchise from the municipal authorities, and

2 AGE originally requested a certificate of convenience and necessity to serve the Reed’s Spring municipality.
However, SMNG does not intend to pursue this request, and hereby withdraws the request for a certificate of
convenience and necessity to serve Reed’s Spring, Missouri.

3
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this approval will be filed upon receipt. SMNG is continuing t;y seck a franchise from the -
municipality of Branson West, Missouti. A copy of .the franchise will be provided to the
Comumission upon receipt. Approval to use the right-of-way of the respectivé counties in the
proposed service area is also being sought, and will Ee provided upon receipt. SMNG does' not
believe it will not require any additional franchises or permits from municipalities, counties, or
other governmental authorities in’ comection with the proposed constmctijon other than the usual
and customary state highway, railroad and county road permits ,\whioh will be olﬁained prior to
construction.

9, Applicant proposes to use its existing approved rates and regulations for natural
gas service in the proposed service area. However, Applicant proposes to add a $2..00 per
customer per month to the customer service charge for customerg in the proposed service area to
recover distribution system costs in the proposed service area, This additional customer selviée
charge is intended to ensure that the expansion into the proposed service area will not be
detrimental to SMNG’s customers in its existing service area, |

10.  Thereis no samé or similar utility service, regulated or nonregulated, availablerin
the area requested.

1. The granting of this Application is required by the public convenience and
necessity since natural gas service s not presently available in the proposed certificated area, and -
the availability of natural gas fo Bransoﬁ, Branson West, and Hollister, Missowri will promote

the public interest since natural gas is an economical, safe, and reliable source of energy for

residential, commercial, industry, municipal and other customers.
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12. The Applicant has no pending action or final unsatisfied judgments or decisions
against it from any state or federal agency or court which involve customer service or rates
which has occurred within thrée (3) years of the date of the Application.

13.  The Applicant has no annual report or assessment fees that are overdue.

WHEREFORE, SMNG respectfully requests an order from the Commission
) granting it a certificate of conve_mcnce and necessity to construct, install, own, opefate, control,
manage, and maintain a system for the provision of natural gas service to the public in Branson,
Branson West, and Hollistér, Missouri, pursuant fo its proposed rates, rules, and regulations, as
in01'e fully described herein,
Respectfully submitted,

/sf James M., Fischer

James M. Fischer Mo. Bar Ne. 27543
Fischer & Dority, P.C.

101 Madison Street, Suite 400

Jefferson City, Missowri 65101

Telephone:  (573) 636-6758

Fax: (573) 636-0383

Bmail: jfischerpc@aol.com

ATTORNEYS FOR
APPLICANT

CERTIFICATE OF SERVICE

I hereby certify that copies of the foregoing have been mailed, hand-delivered, or
transmitted by facsimile or electronic mail to all counsel of record this 10th day of August,
2007.

fs/ JTames M. Fischer

James M. Fischer
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APPENDIX C
FEASIBILITY STUDY

(HIGHLY CONFIDENTIAL)
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GA-2007-0168

BEFORE THE PUBLIC SERVICE-COMMISSION
STATE OF MISSOURI

In the matter of the Application of Southern
Missouri Gas Company, L. P. d/b/a Southern
Missouri Natural Gas for a certificate
of public convenience and necessity

. authorizing it to construct, install, own, operate,
confrol, manage and maintain a natural gas

* distribution system to provide gas service in

Branson, Branson West, Reed’s Spring

and Hollister, Missouri.

Case No. GA-2007-0168

Nt N Nt N Nt Vs g Nt N’

SECOND AMENDED APPLICATION

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

1. ﬁun'ng discussions with the Staff in this proceeding, t\;vo errors in the First
Aﬁlended Application that was filed by SMNG became apparent. This Second Amended
Application is intended to correct the First Amended Application filed on August 10" 2007, by
interlineation.

2. Appendix B of the First Amended Application incortectly stafed the metes and
bouncis legal description of the proposed service area. Attached hereto is a revised Appendix B

(HC) which contains the cotrected metes and bounds legal description of the proposed service

L A1l statutory references are to Revised Statutes of Missouri 2000, unless otherwise
 indicated,
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area, and is incorporated herein by reference.

3. Paragraph 9 of the First Amended Application contained an incorrect description

of the proposed rates that would be utilized in the proposed service area. The following

Paragraph 9 corrects that error and is hereby incorporated into the First Amended Application

filed on August 10", 2007:

“9'

Applicant proposes to use its existing approved rates and regulations for

natural gas service in the proposed service area. However, Applicant proposes to add a

$.20 per Ccf charge in the distribution chargés for all usage for all customer classes in the

proposed service area to recover distribution system costs in the proposed service area.

This additional distribution charge is intended to ensure that the expansion into the

proposed service area will not be detrimental to SMNG’s customers in its existing service

area.”’

WHEREFORE, SMNG respectfully requests an order from the Commission granting it

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

and maintain a system for the provision of natural gas service to the public in Branson, Branson

‘West, and Hollister, Missouri, pursuant to its proposed rates, rules, and regulations, as more fully

described herein.

Respectfully submitted,

fs/ James M. Fischer

James M. Fischer Mo. Bar No. 27543

-Fischer & Dority, P.C.
~ 101 Madison Street, Suite 400

Jefferson City, Missouri 65101
Telephone:  (§73) 636-6758
Fax: (573) 636-0383
Email: jfischerpc@aol.com

2
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ATTORNEYS FOR
APPLICANT

CERTIFICATE OF SERVICE

- 1 hereby certify that copies of the foregoing have been mailed, hand-delivered, or
transmitted by facsimile or electronic mail to all counsel of record this 5" day of November,

2007.

/s/ James M., Fischer

James M. Fischer
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APPENDIX C
FEASIBILITY STUDY

(HIGHLY CONFIDENTIAL)
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GA-2005-0120

BEFORE THE PUBLIC SERVICE COMMISSION
STATE OF MISSOURI

In the Matter of the Application of Missouri Gas
Uulity, Inc. for a certificate of public convenience
and necessily authorizing it to construct, install,
own, operate, conirol manage and maintain a
natural gas distribution system to provide natural
gas service in parls of Harrison, Daviess and
Caldweti Counties, to acquire the Gallatin and
Hamilton, Missouri natural gas systems and to
encumber the acquired assets.

Case No.

R N N N R

APPLICATION

Comes now Missouri Gas Utitity, Inc. (“MGU" or “Company”), pursuant to Section
393.170, RSMo; Section 393,190, RSMo; 4 CSR 240-2.060; 4 CSR 240-3.205; and 4 CSR 240-
3.210, and for tts application for a certificate of convenience and necessity, approval of the
acquisition of the Gallatin and Hamilton, Missouri natural gas system assets; and, authority to
encinmber those assets in connection with the acquisition, respectfully states as follows to the
Missouri Public Service Commission (“Commission™):

SUMMARY

MGU seeks to acquire and obtain the natural gas systems carrently operated by the cities
of Gallatin and Hamilton, Missouri. These citics formerly operated the systems under lease-
purchasc agreements. However, the cities have chosen to default on those agreements and, as a

result, there are currently no gas supply contracts in place for the winter season. MGU is

attempting to purchase the systems from their trustees and to complete the transactions in
sufficient time to prevent the disruption of gas service o the Gallatin and Hamilton customers.

Accordingly, MGU would propose to close this transaction, if possible, on or near December 1,
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2004.
ABSENCE OF SOME REFERENCED DOCUMENTS

Because of the urgency of this matter, this Application is being filed prior to the
completion of some of the appendices referenced herein. Additionally, certain documents are
deemed 1o be highly confidential and will be provided afler a protective order has been entered.
In accordance with Commission Rule 4 CSR 240-2.060(2), MGU will supplement its
Application and furnish these documents as soon as they are available. MGU has identified
those appendices which will be late filed on the list of appendices attached hereto.

APPLICANT

I Applicant is Missouri Gas Utility, Inc. MGU’s principal office will be located at
702 E. Corine, Gallatin, Missouri 64640.

2. MGU is a corporation duly mcorporated under the laws of the State of Colorado.
A copy of a certificate from the Missour Secretary of State that MGU is authorized to do
business in Missouri as a forcign corporation was is marked Appendix A, and attached hereto.
MGU has no pending action or final unsatisfied judgments or decisions against it from any state
or lederal agency or court within the past three (3) years that involve customer service or rates.
MGU has no annuai report or assessient fees that are overdue.

3 MGU is a subsidiary of CNG Holdings, Inc. CNG Holdings’ principal office is
located at 7810 Shaffer Parkway, Suite 120 (P.O. Box 70868), Littleton, Colorade 80127. CNG
Holdings also owns Colorado Natural Gas, Inc. Colorado Natural Gas, Inc. was founded in May
of 1996 and provides natural gas service to approximately 6,300 customers in parts of Park,

Jetterson, Gilpin, Teller, Clear Creck and Pueblo counties in the state of Colorado. CNG

I~
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provides this service subject to the jurisdiction of the Colorado Public Utilities Comuussion.
4, All correspondence, communications, notices, orders and deeisions of the
Commission with respect to this matter should be sent to the undersigned counsel and:
Michael P. Earnest
President/CEO
Missouri Gas Utility, Inc.
P.O. Box 270868
Littleton, Colorado 80127
Telephone:  303.979.7680, ext. 107
Facsimile: 303.979.7892
Email: mpearest@coloradonaturalgas.com
BACKGROUND AND URGENCY

Gallatin Natural Gas Distribution System

5. The City of Gallatin Natural Gas Distribution System (“NGS”) serves the City and
the surrounding commumities of Coffey, Jameson and Brooklyn, Missouri. The gas pipeline was
installed m late 1995 and became fully operational in 1996, The goal of the project was lo
convert as many of the approximate 900 potential customers from propane gas to natural gas.
Natural gas has many benefits over propane gas, both for the customer and the community. The
system currently has approximately 460 customers,

6. Construction of the Gallatin system was financed through the use of a lease-
purchase agreement. Under this agreement, Gallatin leased and operated the system. Investiment
in the system was provided by holders of certain certificates of participation. In December 2003,
the C'ity of Gallatin assigned the legal title to certain rights of way and easements and personal

property related to the Business to Agent (which holds such real and personal property as agent

for the holders of the Certificates of Participation) because the City did not appropriate funds to

s
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pay under the Lease Agreement for the 2004 fiscal year and therefore defaulted on the Lease.

"7 The Gallatin System runs approximately 46 miles north and south. The
northernmost point begins in an area of Missouri known as Brooklyn (“Brooklyn™), and the
southernmost point terminates in Gallatin, Missouri. The main pipeline was constructed in 1995
from 6" steel pipe. The wall thickness of the pipe measures 188 inches. Maximum allowable
operating pressure is 450 pounds per square inch (“PSI”). The pipeline has a cathodic protection
anode (electrical current at 1.4 volts) to prevent rust. The steel pipe has a Gypson coating. Over
the 46-mile, 6™ line, there are 88 test stations (approximately every % mile) for cathodic
prolection monitoring, and 4 separate 6-inch in-line shut-oft valves.

'This NGS has an additional 25 miles of 2-inch plexco polypropylene pipe, and 7 miles of
4-inch plexco polypropylene pipe used for short runs from the main 6-inch line to customers’
locations. Currently there are 576 services installed in ground with an average length of 60 feet.
The pipeline is supported by four main regulator stations which convert the natural gas from 350
PSI down to 30/60 PSI for consumer use. There is also a smaller regulator station which services
6 separate accounts. The NGS also includes approximately 20 “Farm Taps™ which also convert
natural gas from 350 PSI to 30 PSL

Al the main connection point at the regulator station in Brooklyn, the pipeline has a fully
automated Williams Company odorizer system. This system can also be used manually.

Hamilton Natural Gas Distribution System

8. The City of Hamilton Natural Gas Distribution System serves the City of
Hamulton and swrrounding arcas. The system was built in 1998 to serve 870 potential customers.

Today the system serves 277 customers which were converted from propane to natural gas.
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9. Construction of the Hamilton system was financcd through the usc of a lcase-
purchase agreement. U.nder this agreement, Hamilton leased and operated the system. Investment
i1 the systens was provided by holders of certain certificates of participation. In December 2003,
the City of Hamilton assigned the legal title to certain rights of way and easements and personal
property related to the Business to Lessor/Trustee (which holds such real and personal property
as Lessor/Trustee tor the holders of the Certificates of Participation) because City did not
appropriate funds to pay under the Lease Agreement for the 2004 fiscal year and therefore
defaulted on the Lease,

10.  The Hamilton System consists of a natural gas transmission line and distribution
system serving the City and certain appurtenances thereto. The transmission line is a 4-inch stee]
pipeline between Gallaiin, Missouri, and the City of Hamilton, a distance of approximately 13
miles. The distribution system is polyethylene plastic pipe and includes approximately 10,000
feet of 4-inch pipe, 48,000 feet of 2-inch pipe and 34,000 feet of ¥ inch pipe. The distribution
system curently serves 277 residential and commercial customers.

PROPOSED PURCHASE

1. MGU proposes to purchase from The Bank of New York and UMB Bank the
assets, franchise, works or systems necessary and useful in the rendition of natural gas service to
the cities of Galtatin and Hamilton, Missouri and the surrounding arcas. The specific terms and
conditions of the sale are set forth in a Purchase and Sale Agreement by and among City of
Gallatin, Missowri and The Bank of New York Trust Company as Agent and Missouri Gas
Utility, Inc. ("Gallatin Agreement™) and an Purchase and Sale Agreement by and among City of

Hamilton, Missouri and UMB Bank, N.A. as Agent and Missouri Gas Utility, Inc. (“Hamilton
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Agreement™) attached hereto and mcorporated by reference as Appendix B and Appendix C,
respectively. Descriptions of the facilities to be sold and transferred are contained in the

Agreements.

12, Copies of the Resolutions of the Board of Directors of MGU, as certified by the

corporate secretary, authorizing the transactions proposed herein are attached to this Application

and incorporated herein by reference as Appendix D and Appendix E, respectively.

13.  The proposed sale and transfer of the Gallatin and Hamilton is not detrimental to
the public interest because MGU and its employees and affiliates have experience in the
provision of natural gas service and is dedicated to the provision of safe and adequate utility
service to the public. The management of MGU possesses a considerable amount of experience
in the provision of natural gas service. Accordingly, MGU possesses the managerial, engineering
and financial expertise to provide good quality natural gas service to the public currently served
by the Gallatin and Hamilton systems. Because of its financial stability, MGU may also be able
to take advantage of certain strategies in the operation and management of these systems which
have heretofore not been available.

14.  The proposed transaction should have a positive impact on the tax revenues of the
political subdivisions in which the structures, facilities or equipment are now located because
MGU is an investor-owned utility and, as such, will be subject to personal and real property
taxes, the same as any business owning assets within the taxing authorities.

I15. Marked as Appendix F, and attached hereto, is a pro forma balance sheet and pro

forma income statement of MGU showing the results of the proposed acquisitions,
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CERTIFICATED AREA

16.  Attached hereto and marked as Appendix G is a map of the location of the
proposed service area.

17. Attached hereto and marked as Appendix H is a metes and bounds legal
description of the proposed boundaries of the proposed certificated area in Harrison, Daviess and
Caldwell Counties.

18.  Because MGU is purchasing existing systems, there is no estimated cost of
construction. Attached hereto and marked as Appendix | is a feasibility study, which
incorporates plans for financing, proposed rates and charges and an estimate of the number of
customers, revenues and expenses during the first three {3) years of operation.

19.  Attached hereto and marked as Appendix J is a list of ten persons residing in the
arca proposed to be certificated,

20.  Because MGU does not have a certificate from the Commission for the requested
area, it is necessary for MGU to obtain the requisite permission from the Commission.

21. MGU will require franchises from the cities of Gallatin, Hamilton and Coffey.

Marked Appendix K, Appendix L and Appendix M are the franchises from these cities. No

other franchises or permits from municipalities, counties or other governmental authoritics will
be required at this time.
22, MGU proposes to use the following base rates for natural gas service:

Customer Charge Commodity Charge

Residential S 8.00 $3.00
Commercial $15.00 S$3.00
7
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Transport (Firm) $125.00 $2.70
Transport (Interruptible) $300.00 Set by Contract

Marked Appendix N and Appendix O, and attached hereto, are the rates currently utilized by the

Gallatin and Hamilton systems. MGU’s proposed rates lower the Commodity Charge to $3.00,
from $3.70, for residential customers. To remain consistent with its aftiliate operations, MGU
proposes that all rates be set by the therm (100,000 BTU) or dekatherm (Dth). The normal BTU
valuc of the ¢as delivered into the system from ANR Pipeline is 1000 BTU/CF, so these rates
will be the same as equivalent rates in CCF or MCF,

23.  Gallatin and Hamilton currently have 14,192 Dth in storage at a cost of
$6.476/Dth, including storage and transportation fees. The estimated usage for the period
November 1, 2004, through April 30, 2005, is 59,458 Dth. Using all the storage gas and
purchasing additional gas based on the October 27 NYMEX futures corrected for a differential
basis of negative $0.505 for gas delivered into ANR Pipeline, the total cost of gas necessary to
meet system requirements for that period is $520,470, for an initial PGA price of $8.75/Dth.
MGU does not intend to lock i the NYMEX futures prices until Commission approval of the
purchase of the system. However, if rates decrease from the current historic highs, MGU may
enter into an agreement with the City of Gallatin pursuant to which the City would contract for
uas and MGU would agree to take over that contract upon approval.

24, MGU proposes to utilize other rates and regulations similar to those currently
utilized by existing Missouri local distribution companies. MGU will work with Staff of the
Commission and the Office of the Public Counsel to propose a set of taritf sheets which set forth

such regulations.
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FINANCING

25. In order to finance the purchases described herein, MGU has arranged for a bank
loan (the “Loan™). A copy of the term sheet for which is attached hereto and marked Appendix
P. In connection with the Loan, MGU will pledge a first securily interest in all assets being
acquired to include accounts receivable, inventory and the complete physical utility plant, which
will constitute a lien on the MGU property to be acquired in the State of Missouri and contains a
provision for subjecting after acquired property to the lien.

26.  The Loan will be extended for a ten-year term with monthly payments of principal
and interest based upon a 20-year amortization. The rate will be fixed for the first five-year
period at a rate cquivalent fo the published rate of the Federal Home Loan Bank of Topeka for 5-
year fixed-rate advances plus 225 basis points. As of today’s date, the advance rate for this
maturity is 3.85%. Were the Loan to close today, the fixed rate on the loan would therefore be
6.10%. All of the $1.4 million of the Loan will be used for the purchase of the systems.

27. MGU seeks approval of this Commission for the Company to encumber the utility
assets to be located in the State of Missouri and/or to create liens on its property to be situated in
Missouri in order to secure the Loan.

28.  The proposed encumbrance will have no impact on the tax revenues of the
political subdivisions in which the structures, facilities or equipment is located as the financing
arrangement itself will not result in a change of ownership of these assets.

CONCILUSION
29.  Service from a natural gas supplier may not be available in this arca if these

transactions are not completed. Since MGU has the expertise and the ability to provide service in
9
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this arca, MGU believes that the customers should be afforded the opportunity to take continue to
take service, if they so desire. These facts support a finding that the granting of the Application,
and approval of the transactions described herein, is required by the public convenience and
necessity and is not detrimental to the public interest.

WHEREFORE, Missouri Gas Utility, Inc. respectfully requests that the Comimission
issue its order:

1) authorizing MGU to acquire the franchise, works or systerns of the Gallatin and
Hamilton, Missouri natural gas systems purstant to the terms and conditions contained m the
Purchase and Sale Agreement by and among City of Gallatin, Missouri and The Bank of New
York Trust Company as Agent and Missouri Gas Ultility, Inc (“Gallatin Agreement™) and an
Purchase and Sale Agreement by and among City of Hamilton, Missouri and UMB Bank, N.A.
as Agent and Missouri Gas Utility, Inc. attached hereto as Appendix B and Appendix C;

2) granting MGU a certificate of convenience and necessity to construct, install,
own, operate, control, manage, and maintain a system for the provision of natural gas service to
the public in the area described herein;

3 authorizing MGU to file tariffs to establish rates, rules and regulations as
described in this Application;

4} finding that the proposed encumbrance of the franchise, works or system of MGU
necessary or useful in the performance of its duties to the public in the State of Missourt in order
to secure its obligations under the described Loan and authorizing MGU to create and make
effective a lien on MGU’s Missouri assets as described herein;

3 authorizing MGU to cause to be done and performed all such other acts and things

10
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as well as to make, execute and deliver any and all documents as may be necessary, advisable
and proper to the end that the intent and purposes of the foregoing transactions may be fuily
effectuated: and,

6) granting such further relicf as the Commission may deem just and reasonable
under the circumstances.

Respectﬂ11 ubmltte(l

Dean L. Coopet VIBE#36592
BRYDON, SWEARENGEN & ENGLAND P.C.
312 E. Capitol Avenue

P. O. Box 456

Jefferson City, MO 65102

(573) 635-7106

{(573) 635-3847 facsimile
deooper@brydoniaw.com

ATTORNEYS FOR MISSOURI GAS UTILITY, INC.

CERTIFICATE OF SERVICE

The undersigned certifics that a truc and correct copy of the foregoing document was
hand-delivered, or sent by electronic mail, on October Z-ﬂ , 2004, to the following;

Tim Schwarz Dougtas Micheel

Office of the General Counsel Office of the Public Counsel
Governor Office Building, 8" Floor Governor Office Building, 6™ Floor
Jefferson City, Mo 65101 Jefferson City, MO 65101
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LIST OF APPENDICES

APPENDIX A — Certificate to Do Business in Missouri [Application provided. Certificate to be
late filed.]

APPENDIX B — Gallatin Purchase Agreement [Highly Confidential. Draft and ultimately an
executed copy to be late filed after issuance of a protective order. ]

APPENDIX C — Hanulton Purchase Agreement [Highly Confidential. Draft and ultimately an
executed copy to be late filed after issuance of a protective order.|

APPENDIX D — MGU Board Resolution Approving Gallatin Acquisition
APPENDIX E — MGU Board Resolution Approving Hamillon Acquisition
APPENDIX F- MGU Pro Forma Balance Sheet and Income Statement
APPENDIX G — Map of Proposed Certificated Area

APPENDIX H - Legal Description of Area o be Certificated

APPENDIX I - Feasibility Study

APPENDIX J - List of Ten Persons Residing in the Area to be Certificated (and their addresses)
APPENDIX K - Gallatin Franchise

APPENDIX L. - Hamilton Franchise [Draft provided. Final to be late filed.]
APPENDIX M - Coffey Franchise {Drafi provided. Final to be late filed.]
APPENDIX N — Current Gallatin Rates

APPENDIX O - Current Hamilton Rates

APPENDIX P - Loan Documents [Highly confidential. Terni sheet to be provided after
issuance of a protective order.]
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AFFIDAVIT

STATEOF _COLORRND )
)
COUNTY OFJJEFFERSTN )

SS

I, Michael . Earnest, having been duly sworn upon my oath, state that I am President /
CEO of Missouri Gas Utility, Inc., that I am duly authorized to make this affidavit on behalf of
Missouri Gas Utility, Inc., and that the matters and things stated in the foregoing application are
true and correct to the best of my information, knowledge and belief.

£

-
e
[ .
T A Te T

/)f’/ FTIN //;I
President / CEO

Subscribed and sworn to before me thiszH\ day of Octo

My Commission Expires:

3[/2 &/ﬁ?ao {
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GR-2014-0086

- Feasibility Study has been
deemed “Highly Confidential”
1n 1ts entirety
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GA-2007-0421

BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the matter of the application of Missouri Gas
Utility, Inc., for a certificate of convenience and
necessity authorizing it to construct, install, own,
operate, control, manage and maintain a natural
gas distribution system to provide gas service in
Daviess County, Missouri, as a further
expansion of its existing certified area.

Case No,

L A ™ L T N

APPLICATION

COMES NOW Missouri Gas Utility, Inc. (MGU or Applicant), by and through its
counsel, and as its Application pursuant to §393.170, RSMo (2000), 4 CSR 240-2.060 and 4
CSR 240-3.205, for a certificate of convenience and necessity, respectfully states as follows:

.l . Applicant is Missouri Gas Utility, Inc. MGU’s principal office is located at 7810
Shaffer Parkway, Suite 120, Littleton, CO 80127.

2. MGU is a corporation duly incorporated under the laws of the State of Colorado.
A copy of a certificate from the Missouri Secretary of State that MGU is authorized to do
business in Missouri as a foreign corporation is attached hereto as Appendix A. Other than
cases that have been docketed at the Commission, MGU has no pending action or final
unsatisfied judgments or decisions against it from any state or federal agency or court within the
past three (3) years that involve customer service or rates. MGU has no annual repott ot
assessment fees that are overdue.

3. MGU conducts the business of a “gas corporation” and provides natural gas
service in the Missouri counties of Harrison, Daviess and Caldwell, subject to the jurisdiction of

the Missouri Public Service Comimission (Commission).
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4, All correspondence, communications, notices, orders and decisions of the
Commission with respect to this matter should be sent to the undersigned counsel and:
Tim Johnston, P.E.
Executive Vice President and Chief Operating Officer
Missouri Gas Ultility, Inc.
7810 Shaffer Parkway, Suite 120
Littleton, CO 80127
Telephone:  (800) 927-0787
Facsimile: (303) 979-7892
Email: yohoston@engholdings.net

5. Landmark Manufacturing Corp. (Landmark) has requested that MGU provide
natural gas service to its facility located within Section 30, Township 59 North, Range 26 West
in Daviess County. This is an area where MGU currently does not hold a certificate for natural
gas service from the Coimmission. The line to serve Landmark will begin in Section 9, Township
59 North, Range 27 West, then proceed east along a county road, various easements, and the
right-of-way of US Highway 6 for a distance of 3.2 miles, then turn south and proceed an
additional 3 miles south along county roads and easements to the Landmark facility.

6. For its entire length, this line will lie along Section lines, and MGU requests an
order from the Conunission granting it a certificate of convenience and necessity in the sections
immediately on both sides of the line. These sections would be Sections 11, 12, 13, 14, 24 and
25 in Township 59 North, Range 27 West and Sections 7, 18, 19 and 30 in Township 59 North,
Range 26 West. In addition, MGU is also requesting an order from the Commission granting it a
certificate of convenience and necessity in Section 22 and all of Sections 23, 26 and 27 in
Township 59 North, Range 27 West, Granting the territory requested above along the line to
Landmark will cause these last 4 Sections to be surrounded on 3 sides by area where MGU holds

the certificate, and granting the certificate for these 4 sections will square off the MGU area on

the east side of Gallatin, MO, as shown on the map attached as Appendix B attached hereto.
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MGU stands ready, if necessary, to serve any potential customers in these sections, under the
terms of its Main Extension tariff, as set forth on Sheets 72 — 76,

7. Attached hereto and marked as Appendix B is a map of the location of the
proposed service area as described above. MGU already has a certificate from the Commission
to serve all sections in Township 59 North, Range 27 West which are immediately west of and
adjacent to the requested sections, in addition to numerous other scctions in Daviess County,

8. The metes and bounds legal description of the proposed boundaries of the
certificated area in Daviess County arc as follows:

Section 11, Township 59 North, Range 27 West in Daviess County, Missouri.

Section 12, Township 59 North, Range 27 West in Daviess County, Missouri.

Section 13, Township 59 North, Range 27 West in Daviess County, Missouri.

Section 14, Township 59 North, Range 27 West in Daviess County, Missouri.

Section 22, Township 59 North, Range 27 West in Daviess County, Missouri.

Section 23, Township 59 North, Range 27 West in Daviess County, Missourt.

Section 24, Township 59 North, Range 27 West in Daviess County, Missouri.

Section 25, Township 59 North, Range 27 West in Daviess County, Missouri.

Section 26, Township 59 North, Range 27 West in Daviess County, Missourt,

Scction 27, Township 59 North, Range 27 West in Daviess County, Missouri.

Section 7, Township 59 North, Range 26 West in Daviess County, Missouri.

Section 18, Township 59 North, Range 26 West in Daviess County, Missouri.

Section 19, Township 59 North, Range 26 West in Daviess County, Missouri.

Section 30, Township 59 North, Range 26 West in Daviess County, Missouri.
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9. Attached hereto and marked as Appendix C is a feasibility study and description
of the plans and specifications for the project including the estimated cost of construction and
estimated revenues during the first three years. No external financing is anticipated for
construction related to this area. Construction methods will follow MGU’s customary standards
and the rules of the Commission.

10.  Attached hereto and marked as Appendix D is a list of ten persons residing in or
who are landowners within the proposed service area.

11.  Because MGU does not have a certificate from the Commission for the area
where the potential customers are located, it is necessary for MGU to obtain the requisite
permission from the Commission.

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

13, Applicant’s existing rates and regulations for natural gas service contained in its
tariff, as the same may change from time to time pursuant to law, will apply to service in the
proposed area.

14, The area in which MGU is seeking to be certificated hereby is expected to
develop and require natural gas service. Service from a natural gas supplier is not available in
this area at the present time. Since MGU has the ability to provide service in this area by
construction of additions to existing facilities, MGU believes that potential new customers

should be afforded the opportunity to take service from MGU if they so desire, pursuant to
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MGU’s extension rule. These facts support a finding that the granting of the application is
required by the public convenience and necessity.

WHEREFORE, Applicant requests an order from the Commission granting it a certificate
of convenience and necessity to construct, install, own, operate, control, manage, and maintain a
system for the provision of natural gas service to the public pursuant to its approved rates, rules
and regulations, in the Sections listed above in Township 59 N, Range 26 West and Township 59
North, Range 27 West, in Daviess County, Missouri.

Respectfully submitted,

oy

Dean L. Cooper MBE #36592
BRYDON, SWEARENGEN & ENGLAND P.C.
312 East Capitol Avenue

P.O, Box 456

Jefferson City, Missouri 65102-0456

Telephone:  (573) 635-7166

Facsimile: (573) 635-3847

Email: Dcooper@brydonlaw.com

Attorneys for Missouri Gas Utility, Inc.
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GA-2008-0078

BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the matter of the application of Missouri Gas
Utility, Inc., for a certificate of convenience and
necessity authorizing it to construct, install, own,
operate, control, manage and maintain a natural
gas distribution system to provide gas service in
Harrison County, Missouri, as a further
expansion of its existing certified area.

Case No.

APPLICATION

COMES NOW Missouri Gas Utility, Inc. (MGU or Applicant), by and through its
counsel, and as its Application pursuant to §393.170, RSMo (2000), 4 CSR 240-2.060 and 4
CSR 240-3.205, for a certificate of convenience and necessity, respectfully states as follows:

1. Applicant is Missouri Gas Utility, Inc. MGU’s principal office is located at 7810
Shaffer Parkway, Suite 120, Littleton, CO 80127.

2, MGU is a corporation duly incorporated under the laws of the State of Colorado.
A copy of a certificate from the Missouri Secretary of State that MGU is authorized to do
business in Missouri as a foreign corporation was submitted in Case No. GA-2007-0421 and is
incorporated by reference. Other than cases that have been docketed at the Commission, MGU
has no pending action or final unsatisfied judgments or decisions against it from any state or
federal agency or courtt within the past three (3) years that involve customer service or rates.
MGU currently has a general rate case pending before the Commission (Case No. GR-2008-
0060). MGU has no annual report or assessment fees that are overdue.

3. MGU conducts the business of a “gas corporation” and provides natural gas
service in the Missouri counties of Harrison, Daviess and Caldwell, subject to the jurisdiction of

the Missouri Public Service Commission (Commission).
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4, All correspondence, communications, notices, orders and decisions of the
Commission with respect to this matter should be sent to the undersigned counsel and:
Tim Johnston, P.E.
Executive Vice President and Chief Operating Officer
Missourt Gas Utility, Inc.
7810 Shaffer Parkway, Suite 120
Littleton, CO 80127
Telephone: (800} 927-0787
Facsimile: (303) 979-7892
Email: gohnston@engholdings.net

5. Maschhoffs, Inc. (Maschhoffs) has requested that MGU provide natural gas
service to its facilities located within Sections 9 and 10, Township 64 North, Range 28 West in
Harrison County. This is an area where MGU currently does not hold a certificate for natural gas
service from the Commission. The line to serve Maschhoffs will begin in Section 11, Township
64 North, Range 28 West, then proceed west along County Road West 240 St for a distance of
2.0 miles to a tee. From this tee, a line will continue west an additional 0.3 miles and another
line will proceed south 0.4 miles. Each of these lines will serve a Maschhoffs facility.

6. For its entire length, this line will lie along Section lines, and MGU requests an
order from the Commission granting it a certificate of convenience and necessity in the sections
timmediately on both sides of the line where MGU does not already have an existing certificate.
These sections would be Sections 4, 9 and 10 in Township 64 North, Range 28 West, as shown
on the map attached as Appendix A atiached hereto. MGU stands ready, if necessary, to serve
any potential customers in these sections, under the terms of its Main Extension tariff, as set
forth on Sheets 72 — 76.

7. Attached hereto and marked as Appendix A is a map of the location of the

proposed service area as described above. MGU already has a certificate from the Commission
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to serve all sections in Township 64 North, Range 28 West which are immediatety east of and
adjacent to the requested sections, in addition to numerous other sections in Harrison County.

8. The metes and bounds legal description of the proposed boundaries of the
certificated area in Harrison County is as follows:

Section 4, Township 64 North, Range 28 West in Harrison County, Missouri.

Section 9, Township 64 North, Range 28 West in Harrison County, Missouri.

Section 10, Township 64 North, Range 28 West in Harrison County, Missouri.

9. Attached hereto and marked as Appendix B is a feasibility study and description
of the plans and specifications for the project including the estimated cost of construction and
estimated revenues during the first three years. No external financing is anticipated for
construction related to this area. Construction methods will folliow MGU’s customary standards
and the rules of the Commission.

10.  Attached hereto and marked as Appendix C is a list of the landowners and the
potential customer within the proposed service area. These are all the persons who own land
within the proposed service area.

Il.  Because MGU does not have a certificate from the Commission for the area
where the potential customers are located, it is necessary for MGU to obtain the requisite
permission from the Commission.

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

construction.
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13. Applicant’s existing rates and regulations for natural gas service contained in its
tariff, as the same may change from time to time pursuant to law, will apply to service in the
proposed area.

14, The area in which MGU is seeking to be certificated hereby is expected to
develop and require natural gas service. Service from a natural gas supplier is not available in
this area at the present time. Since MGU has the ability to provide service in this arca by
construction of additions to cxisting facilitics, MGU believes that potential new customers
should be afforded the opportunity to take service from MGU if they so desire, pursuant to
MGU’s extension rule. These facts support a finding that the granting of the application is
required by the public convenience and necessity.

WHEREFORE, Applicant requests an order from the Comunission granting it a certificate
of convenience and necessity to construct, install, own, operate, control, manage, and maintain a
system for the provision of natural gas service to the public pursuant to its approved rates, rules
and regulations, in the Sections listed above in Township 64 North, Range 28 West, in Harrison
County, Missounri.

Respectfully submitted,

Ly

Dean L. Cooper MBE #36592
BRYDON, SWEARENGEN & ENGLAND P.C.
312 East Capitol Avenue

P.O. Box 456

Jefferson City, Missouri 65102-0456

Telephone:  (573) 635-7166

Facsimile: (573) 635-3847

Email: Dcooper@brydonlaw.com

Attorneys for Missouri Gas Ultility, Inc.
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CERTIFICATE OF SERVICE

The undersigned certifies that a true and correct copy of the foregoing document was sent
by electronic mail to the following counsel this 11" day of September, 2007:

Office of the General Counsel Office of the Public Counsel
Missouri Public Service Commission Governor State Office Building
Governor State Office Building Jefferson City, Missourt 65101

Jefferson City, Missouri 65101

Ly

Dean L. Cooper
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GA-2008-0321

BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the matter of the application of Missouri Gas
Utility, Inc., for a certificate of convenience and
necessity authorizing it to construct, install, own,
operate, control, manage and maintain a natural
gas distribution system to provide gas service in
Harrison County, Missouri, as a further
expansion of its existing certified area.

Case No.

A . S N

APPLICATION

COMES NOW Missouri Gas Utility, Inc. (MGU or Applicant), by and through its
counsel, and as its Application pursuant to §393.170, RSMo (2000), 4 CSR 240-2.060 and 4
CSR 240-3.205, for a certificate of convenience and necessity, respectfully states as follows:

1. Applicant is Missouri Gas Utility, Inc. MGU’s principal office is located at 7810
Shaffer Parkway, Suite 120, Littleton, CO 80127.

2. MGU is a corporation duly incorporated under the laws of the State of Colorado.
A copy of a certificate from the Missouri Secretary of State that MGU is authorized to do
business in Missouri as a foreign corporation was submitted in Case No. GA-2007-0421 and is
incorporated by reference in accordance with Commission Rule 4 CSR 240-2.060(1)G). Other
than cases that have been docketed at the Commission, MGU has no pending action or final
unsatisfied judgments or decisions against it from any state or federal agency or court within the
past three (3) years that involve customer service or rates. MGU has no annual report or
assessment fees that are overdue.

3. MGU conducts the business of a “gas corporation” and provides natural gas
service in the Missouri counties of Harrison, Daviess and Caldwell, subject to the jurisdiction of

the Missouri Public Service Commission {Commmission).
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4, All correspondence, communications, notices, orders and decisions of the
Commission with respect to this matter should be sent to the undersigned counsel and:
Tim Johnston, P.E.
Executive Vice President and Chief Operating Officer
Missouri Gas Utility, Inc.
7810 Shaffer Parkway, Suite 120
Littleton, CO 80127
Telephone:  (800) 927-0787
Facsimile: (303) 979-7892
Email; yohnstonggengholdings.net

5. MGU proposes to install a natural gas distribution system to provide natural gas
sales and transportation service in Ridgeway, a 4" Class city, located in Harrison County,
Ridgeway is located in parts of Sections 33 and 34 in Township 65 N, Range 27 W, and Sections
3 and 4 of Township 64N, Range 27W, all in Hatrison County. This is an area where MGU
currently does not hold a certificate for natural gas service from the Commission. MGU will
utilize a 4” PE line to serve Ridgeway beginning in Section 9, Township 64 North, Range 27
West, then proceeding north along Highway T for a distance of 1.6 miles. Additional 2” PE lines
will be attached to this main line and will be installed in the streets of Ridgeway to provide
service to the businesses and residences in the town.

6. For its entire length, the main 4” PE line will lay along Section lines, and MGU
requests an order from the Commission granting it a certificate of convenience and necessity
{CCN) in the sections immediately on both sides of the line where MGU does not already have
an existing certificate. These sections would be Sections 33 and 34 in Township 65 N, Range 27
W, and Sections 3 and 4 of Township 64N, Range 27W, as shown on the map attached hereto as
Appendix A, Inaddition, granting the CCN in these sections will create a “U” shaped cut-out of

non-certificated territory between these sections and the current MGU certificated tetritory

located in Section 36, Township 65 N, Range 28 W and Section 1, Township 64N, Range 28 W.
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MGU requests that a CCN for the area in this gap also be granted in order to square off the north
line of MGU’s certificated territory. MGU stands ready, if necessary, to serve any potential
customers in these sections, under the terms of its Main Extension tariff, as set forth on Sheets 72
—176.

7. MGU already has a certificate from the Commission to serve Section 1 in
Township 64 N, Range 28 W and Section 36 in Township 65 N, Range 28 W, which are
immediately west of and adjacent to the requested Sections, and in Sections 7, 8, 9 and 10 of
Township64 N, Range 27 W, which are immediately south of and adjacent to the requested
Sections, in addition to numerous other sections in Harrison County.

8. The legal description of the area to be certificated in Harrison County is as
follows:

Sections 31, 32, 33, 34 in Township 65 North, Range 27 West in Harrison County,
Missouri.

Sections 3,4,5,6 in Township 64 North, Range 27 West in Harrison County, Missouri,

9. Attached hereto and marked as Appendix B is a feasibility study containing a
description of the plans and specifications for the project, to include the estimated cost of
construction and an estimate of the number of customers, revenues and expenses during the first
three years of operations. No external financing is anticipated for the construction related to this
project. Construction methods will follow MGU'’s customary standards and the rules of the
Commission. MGU plans to use its existing rates and tariff in order to provide service to the
proposed service area,

{13 Attached hereto and marked as Appendix C is a list of ten persons who reside, or

own land, within the proposed service area.
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1. MGU has already begun to seck commitments from potential customers in
Ridgeway and the immediate area around the town. As of this filing, the owners of 121
residences and 13 commercial properties have committed to take natural gas, if the requested
CCN is granted.

12. Applicant has obtained a franchise from the Town of Ridgeway, which is attached
hereto as Appendix D. Applicant will not require any other franchises or permits from
municipalities, counties, or other authorities in connection with the proposed construction other
than the usual and customary state highway, railroad and county road permits which will be
obtained prior to construction.

13, The area in which MGU is seeking to be certificated hereby is already developed.
Service from a natural gas supplier is not available in this area at the present time. Since MGU
has the ability to provide service in this area by construction of additions to existing facilities,
MGU believes that potential new customers should be afforded the opportunity to take service
from MGU if they so desire. These facts support a finding that a grant of this application is
required by the public convenience and necessity.

WHEREFORE, Applicant requests an order from the Commission granting it a certificate
of convenience and necessity to construct, install, own, operate, control, manage, and maintain a
system for the provision of natural gas service fo the public pursuant to its approved rates, rules

and regulations, in the Sections listed above in Township 64 North, Range 28 West, in Harrison
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County, Missouri,

Respectfully submitted,

Ly

Dean L. Cooper MBE #36592
BRYDON, SWEARENGEN & ENGLAND P.C.
312 East Capitol Avenue

P.O. Box 456

Jefferson City, Missouri 65102-0456

Telephone:  (573) 635-7166

Facsimile: (573) 635-3847

Email: Dcooper@brydonlaw.com

Attorneys for Missouri Gas Utility, Inc.

CERTIFICATE OF SERVICE

The undersigned certifies that a true and correct copy of the foregoing document was sent
by electronic mail to the following counsel this 4™ day of April, 2008:

Office of the General Counsel Office of the Public Counsel
Missouri Public Service Commission Governor State Office Building
Governor State Office Building Jefferson City, Missouri 65101

Jefferson City, Missouri 65101

L,

Dean L. Cooper

5 Schedule 1
GA-2008-0321 Gallatin NP



VERIFICATION

STATE OF COLORADO )

85
county of Jek@sam )

I, Tinothy R. Johnston, state that I am the Executive Vice President of Missouri Gas
Utitity, [nc, (MGU); that I have read the above and foregoing document; that the statements
contained therein are true and correct to the best of my information, knowledge and belief; and,
that I am authorized to make this statement on behalf of MGUL

S e

Subscribed and sworn to before me this ith day of April, 2008.

pondXE, Biniling
- % Y , Notary Public
i

T JEANETIE BINKLEY
Notary Public
State of Colorad
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GA-2008-0322

BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the matter of the application of Missouri Gas
Utility, Inc., for a certificate of convenience and
necessity authorizing it to construct, install, own,
operate, control, manage and maintain a natural
gas distribution system to provide gas service in
Daviess County, Missouri, as a further
expansion of its existing cettified area.

Case No.

R R T

APPLICATION

COMES NOW Missouri Gas Utility, Inc, (MGU or Applicant), by and through its
counsel, and as its Application pursuant to §393.170, RSMo (2000), 4 CSR 240-2.060 and 4
CSR 240-3.205, for a certificate of convenience and necessity, respectfully states as follows:

l. Applicant is Missouri Gas Utility, Inc. MGU’s principal office is located at 7810
Shaffer Parkway, Suite 120, Littleton, CO 80127,

2. MGU is a corporation duly incorporated under the laws of the State of Colorado.
A copy of a certificate from the Missouri Secretary of State that MGU is authorized to do
business in Missouri as a foreign corporation was submitted in Case No. GA-2007-0421 and is
incorporated by reference in accordance with Commission Rule 4 CSR 240-2.060(1)(G). Other
than cases that have been docketed at the Commission, MGU has no pending action or final
unsatisfied judgments or decisions against it from any state or federal agency or court within the
past three (3) years that involve customer service or rates. MGU has no annual report or
assessment fees that are overdue.

3. MGU conducts the business of a “gas corporation” and provides natural gas
service in the Missouri counties of Harrison, Daviess and Caldwell, subject to the jurisdiction of

the Missouri Public Service Commission (Commission).
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4. All correspondence, communications, notices, orders and decisions of the
Commission with respect to this matter should be sent to the undersigned counsel and:
Tim Johnston, P.E.
Executive Vice President and Chief Operating Officer
Missouri Gas Utility, Inc.
7810 Shaffer Parkway, Suite 120
Littleton, CO 80127
Telephone:  (800) 927-0787
Facsimile: (303) 979-7892
Email: tjohnstongengholdings.net
5. MGU proposes to install a natural gas distribution system to provide natural gas
sales and transportation service in Pattonsburg, a 4™ Class city, located in Daviess County.
Pattonsburg is located in parts of Sections 13 and 24 in Township 61 N, Range 29 W, and
Sections 18 and 19 of Township 61N, Range 28W, all in Daviess County. This is an area where
MGU cutrently does not hold a certificate for natural gas service from the Commission. MGU
will utilize a 4” PE line to serve Pattonsburg beginning in Section 9, Township 61 North, Range
28 West, then proceeding west along Highway B and Highway N for a distance of 1.8 miles,
then turning south along 162™ Street and continuing along 1* Avenue in Pattonsburg for another
2 miles. Additional 2” PE lines will be attached to this main line and will be installed in the
streets of Pattonsburg to provide service to the businesses and residences in the town.
6. For its entire east-west length, the main 4” PE line will lay along Section lines and
MGU requests an order from the Commission granting it a certificate of convenience and
necessity (CCN) in the sections immediately on both sides of the line where MGU does not
already have an existing certificate. These sections would be Sections 5, 6, 7 and 8 in Township
61 N, Range 28 W, as shown on the map attached hereto as Appendix A. In addition, granting

the CCN in these sections and the sections around Pattonsburg will create a cut-out of non-

certificated territory north and west of these sections along both sides of Highway 69, the
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secondary highway through this area. MGU requests that a CCN for this area, Sections 1 and 12
of Township 61 N, Range 29 W, to allow future expansion north of Pattonsburg along Highway
69 and to square off the CCN territory. MGU stands ready, if necessary, to serve any potential
customers in these sections, under the terms of its Main Extension tariff, as set forth on Sheets 72
~76.

7. MGU already has a certificate from the Commission to serve Scctions 4 and 9 in
Township 61 N, Range 28 W, which are immediately east of and adjacent to the requested
Sections, in addition to numerous other sections in Daviess County.

8. The legal description of the area to be cettificated in Daviess County is as
follows:

Sections 5, 6, 7, 8, 18, 19 in Township 61 Noxth, Range 28 West in Daviess County,
Missouri.

Sections 1, 12, 13, 24 in Township 61 North, Range 29 West in Daviess County,
Missouri.

9. Attached hereto and marked as Appendix B is a feasibility study containing a
description of the plans and specifications for the project, to include the estimated cost of
construction and an estimate of the number of customers, revenues and expenses during the first
three years of operations. No external financing is anticipated for the construction related to this
project. Construction methods will follow MGU’s customary standards and the rules of the
Commission. MGU plans to use its existing rates and tariff in order to provide service to the
proposed service arca.

10.  Attached hereto and marked as Appendix C is a list of ten persons who reside, or

own land, within the proposed service area.
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1. MGU has already begun to seck commitments from potential customers in
Pattonsburg and the immediate area around the town. As of this filing, the owners of 80
residences and 12 commercial properties have committed to take natural gas if the requested
CCN is granted. 2 of these 12 commercial propeitics are expected to be served on the Large
Volume rate schedule.

12. Applicant has obtained a franchise from the Town of Pattonsburg, which is
attached hereto as Appendix D. Applicant will not require any other franchises or permits from
municipalities, countics, or other authorities in connection with the proposed construction other
than the usual and customary state highway, railroad and county road permits which will be
obtained prior fo construction.

13, The area in which MGU is seeking to be certificated hereby is already developed.
Service from a natural gas supplier is not available in this area at the present time. Since MGU
has the ability to provide service in this area by construction of additions to existing facilities,
MGU believes that potential new customers should be afforded the opportunity to take service
from MGU if they so desire. These facts suppost a finding that a grant of this applicétion is
required by the public convenience and necessity.

WHEREFORE, Applicant requests an order from the Commission granting it a certificate
of convenience and necessity to construct, install, own, operate, control, manage, and maintain a
system for the provision of natural gas scrvice to the public pursuant to its approved ratces, rulcs

and regulations, in the Sections listed above in Township 64 North, Range 28 West, in Daviess
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County, Missouri.

Respectfully submitted,

oy

Dean L. Cooper MBE #36592
BRYDON, SWEARENGEN & ENGLAND P.C.
312 East Capitol Avenue

P.O. Box 456

Jefferson City, Missouri 65102-0456

Telephone:  (573) 635-7166

Facsimile: (573) 635-3847

Email: Dcooper@brydonlaw.com

Attorneys for Missouri Gas Utility, Inc.

CERTIFICATE OF SERVICE

The undersigned certifies that a true and correct copy of the foregoing document was sent
by electronic mail to the following counsel this 7" day of April, 2008:

Office of the General Counsel
Missouri Public Service Commission
Governor State Office Building
Jefferson City, Missouri 65101

Office of the Public Counsel
Governor State Office Building
Jefferson City, Missouri 65101

L

Dean L. Cooper
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VERIFICATION

STATE OF COLORADO )

Iss
COUNTY OF Je{@sam )

I, Timothy R. Johnston, state that I am the Executive Vice President of Missouri Gas
Utility, Inc. (MGU); that I have read the above and foregoing document; that the statements
contained therein are true and correct (o the best of my information, knowledge and belief; and,
that I am authorized to make this staternent on behalf of MGU,

Subscribed and sworn to before me this ith day of April, 2008.

)
R \ , Notary Public
‘ JEANETIE BINKLEY l

Notary Public
Siate of Colotado
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GA-2008-0348

BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the matter of the application of Missouri Gas
Utility, Inc., for a certificate of convenience and
necessity authorizing it to construct, install, own,
operate, control, manage and maintain a natural
gas distribution system to provide gas service in
Daviess County, Missouri, as a further
expansion of its existing certified area.

Case No.

p T e

APPLICATION

COMES NOW Missouri Gas Utility, Inc. (MGU or Applicant), by and through its
counsel, and as its Application pursuant to §393.170, RSMo (2000), 4 CSR 240-2.060 and 4
CSR 240-3.205, for a certificate of convenience and necessity, respectfully states as follows:

1. Applicant is Missouri Gas Utility, Inc. MGU’s principal office is located at 7810
Shaffer Parkway, Suite 120, Littieton, CO 80127.

2. MGU is a corporation duly incorporated under the laws of the State of Colorado.
A copy of a certificate from the Missouri Secretary of State that MGU is authorized to do
business in Missouri as a foreign corporation was submitted in Case No. GA-2007-0421 and is
incorporated by reference in accordance with Commission Rule 4 CSR 240-2.060(1)(G). Other
than cases that have been docketed at the Conumission, MGU has no pending action or final
unsatisfied judgments or decisions against it from any state or federal agency or court within the
past three (3} years that involve customer service or rates. MGU has no annual report or
assessment fees that are overdue.

3. MGU conducts the business of a “gas corporation” and provides natural gas
service in the Missouri counties of Harrison, Daviess and Caldwell, subject to the jurisdiction of

the Missouri Public Service Commission (Commission).
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4. All correspondence, cominunications, notices, orders and decisions of the
Commission with respect to this matter should be sent to the undersigned counsel and:
Tim Johnston, P.E,
Executive Vice President and Chief Operating Officer
Missouri Gas Utility, Inc.
7810 Shaffer Parkway, Suite 120
Littleton, CQ 80127
Telephone:  (800) 927-0787
Facsimile: (303) 979-7892
Email: tjohnstonggengholdings.net
5. MGU proposes to install a natural gas distribution system to provide natural gas
sales and transportation service in Jamespott, a 4" Class city, located in Daviess County.
Jamesport is located in parts of Sections 26, 27, 34 and 35 in Township 60 N, Range 26 W, all in
Daviess County. This is an area where MGU cwrrently does not hold a certificate for natural gas
service from the Commission. MGU will utilize a 4” PE line fo serve Jamesport beginning in
Section 7, Township 59 North, Range 26 West, then proceeding north-east along State Highway
6 for a distance of 4 miles, then turning east along Main Street in Jamesport for another 2 miles.
Additional 2” PE lines will be attached to this main line and will be installed in the streets of
Jamesport to provide service to the businesses and residences in the town.
6. For its enfire east-west length, the main 4” PE line will lay along Section lines or
along State Highway 6, and MGU requests an order from the Commission granting it a
certificate of convenience and necessity (CCN) in the sections immediately on both sides of the
line where MGU does not already have an existing certificate. These sections would be Sections
4,5, 6, and 8 in Township 59 N, Range 26 W, and Sections 28, 32 and 33 in Township 60 N,
Range 26 W, as shown on the map attached hereto as Appendix A. In addition, granting the

CCN in these sections and the sections around Jamesport will create a cut-out of non-certificated

territory south and east of these sections along State Highway 190, the secondary highway that
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runs north to south through this area. MGU requests that a CCN for this area, Sections 2 and 3
of Township 59 N, Range 26 W, to allow future expansion north of Jamesport along Highway
190 and to square off the CCN territory. MGU stands ready, if necessary, to serve any potential
customers in these sections, under the terms of its Main Extension tariff, as set forth on Sheets 72
—76.

7. MGU already has a certificate from the Commission to serve Sections 7 and 18 in
Township 59 N, Range 26 W, which are immediately south-west of and adjacent to the requested
Sections, in addition to numerous other sections in Daviess County.

8. The legal description of the area to be certificated in Daviess County is as
follows:

Sections 2, 3, 4, 5, 6, 8 in Township 59 North, Range 26 West in Daviess County,
Missouri,

Sections 26, 27, 28, 32, 33, 34, 35 in Township 60 North, Range 26 West in Daviess
County, Missouri.

9. Attached hereto and marked as Appendix Bisa feasibility study containing a
description of the plans and specifications for the project, to include the estimated cost of
construction and an estimate of the number of customers, revenues and expenses during the first
three years of operations. No external financing is anticipated for the construction related to this
project. Construction methods will follow MGU’s customary standards and the rules of the
Commission. MGU plans to use its existing rates and tariff in order to provide service to the
proposed service area.

10.  Attached hereto and marked as Appendix C is a list of ten persons who reside, or

own land, within the proposed service area.
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11. MGU has already begun to seek commitments from potential customers in
Jamesport and the immediate arca around the town. As of this filing, the owners of 63
residences and 8 commercial propertics have committed to take natural gas if the requested CCN
is granted. 1 of these 8 commercial properties is expected to be served on the Large Volume rate
schedule.

12.  Applicant has obtained a franchise from the Town of Jamesport, which is attached
hereto as Appendix D. Applicant will not require any other franchises or permits from
municipalitics, counties, or other authorities in connection with the proposed construction other
than the usual and customary state highway, railroad and county road permits which will be
obtained prior to construction,

13, The area in which MGU is seeking to be certificated hereby is already developed.
Service from a natural gas supplicr is not available in this area at the present time. Since MGU
has the ability to provide service in this arca by construction of additions to existing facilities,
MGU believes that potential new customers should be afforded the opportunity to take service
from MGU if they so desire. These facts support a finding that a grant of this application is
required by the public convenience and necessity.

WHEREFORE, Applicant requests an order from the Commission granting it a certificate
of convenience and necessity to construct, install, own, operate, control, manage, and maintain a
system for the provision of natural gas service to the public pursuant to its approved rates, rules

and regulations, in the Scctions listed above in Township 59 North, Range 26 West, and
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Township 60 North, Range 26 West in Daviess County, Missouri,

Respectfully submitted,

L Ay

Dean L. Cooper MBE #36592
BRYDON, SWEARENGEN & ENGLAND P.C.
312 East Capitol Avenue

P.O. Box 456

Jefferson City, Missouri 65102-0456

Telephone:  (573) 635-7166

Facsimile: (573) 635-3847

Email: Dcooper@brydonlaw.com

Attorneys for Missouri Gas Utility, Inc.

CERTIFICATE OF SERVICE

The undersigned certifies that a true and correct copy of the foregoing document was sent
by electronic mail to the following counsel this 22™ day of April, 2008:

Office of the General Counsel Office of the Public Counsel
Missouri Public Service Cominission Governor State Office Building
Governor State Office Building Jefferson City, Missouri 65101

Jefferson City, Missouri 65101

LA

Dean L. Cooper
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VERIFICATION

STATE OF COLORADO )

58
COUNTY OFégﬁﬁma )

I, Timothy R. Johnston, state that I am the Bxecutive Vice President of Missouri Gas
Utility, Ine, (MGU); that I have read the above and foregoing document; that the statements
contained therein are true and correet to the best of my information, knowledge and belief; and,
that 1 am authorized to make this statement on behalf of MGU.

Subscribed and swormn to before me this ﬂ_th day of April, 2008,

‘,_

s , Nniﬁry Public

o

JEANEHE B!NKLE‘! E
Motary Public
Statoe of Colomdo
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GR-2014-0086

Feasibility Study has been
deemed “Highly Confidential”
in 1ts entirety
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GA-2007-0212

BEFORE THE PUBLIC SERVICE COMMISSION
-STATE OF MISSOURI

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

)

)

system to provide gas service in

Houston, Licking, and Mountain View, Missouri.

APPLICATION

COMES NOW Southern Missouri Gas Company, L.P. d/b/a Southern Missouri Natural

Gas, ("SMNG" or "Applicant"), by and through its counsel, and for its Application pursuant to

“Section 393.170, RSMo 2000,' and 4 CSR 240-2.060(1) and 4 CSR 240-3.205 requests that the

Commission issue an order granting SMNG a certificate of convenience and necessity for a
pipé]ine and nz‘ltu'ral gas distribution system to Iﬁrovide natural gas and transportation services in
Houston, Licking, and Mountain View, Missouri. In support of this Application, SMNG
respectfully states as foIloﬁs: '

1. ) Southem Missouri Gas Company, L.P. d/b/a Southern Missouri Natural Gaé, a
Missouri limited partnership, (“SMNG”) owns and operates a natural gas.transmission and
distribution system looated in southeni Missouri which serves approximately 7,500 résidential,
commercial and industrial customers, SMGC is a "gas corporation" and "publié 1;ti1ity'.I under

the jurisdiction of the Missouri Public Service Commission, pl{rsuant to Chapters 386 and 393,

Al statutory references are to Revised Statutes of Missouri 2000, unless otherwise
indicated. '
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RSMo. 2000. The Company's street and mailing address is: 301 E. 17™ Street, Mountain Grove,
Missouri 65711. The Company's telephone number is: (417) 926-7533,

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

be addressed to:

James M. Fischer

Fischer & Dority, P.C.

101 Madison Street--Suite 400
Jefferson City, Missouri 65101
Telephone:  (573) 636-6758

 Email: jfischerpe@aol.com

Mike Lumby, General Manager ]
Southern Missouri Gas Company, L.P.
301 E. 17™ Strest

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

Email: mlumby@smng.biz

Randal T. Maffett, President & CEQ
Sendero Asset Management, 1.L.C
1001 Famnin--Suite 550

Houston, Texas 77022

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

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

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

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

certificate of convenience and necessity to SMING to construct and operate natural gas systems in
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several municipalities, including Houston, Licking and Mountain View, l\fIissour.i.2 SMNG
exercised éuch authority and constructed its trunkline and distribution facilities as anthorized by
the orders in Case No. GA-94-127. However, SMNG did not complete the trunkline and
distribution systems in Houston, Licking, and Mountain View. 3

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

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

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

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

2On April 15, 1995, the Commission issued its Order Approving Tariffs And Authorizing The Commencement Of
Construction Of Gas Facilities which authorized the predecessor of SMNG, Tartan Energy Company, L.C., d/b/a
Southern Missouri Gas Company, L.C., to commence construction of its frunkline facilities and municipal
distribution facifities in several mumcrpahtles including Houston and Licking, Missouri. Following a ratification
voie in Mountain View, Missowri, the Commission issued a similar Order Granting Certificate Of Convenience And
Necessity For Mountain View, Missouri, And Authorizing Construction Of Distribution Facilities In Mountain.
View, Missouri, And In Texas And Wright Counties. -(Appendix B).

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

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

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

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

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

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

712. . The Applicaﬁt has no annual report or assess.ment fees that are overdue.

13,  The financing requirements for the expansion into Hoﬁston, Licking, and
Mountain View along with th(;. request for a certificate of copvelﬁcnce and necessity for Lebanon
(Case No. GA-2007-0212) are being considered in Case No. GF-2007-0215. In order to obtain
the financing requested in Case No. GF-2007-021 5, it will be ﬁecessary for the Company to have
regulatory authority to proceed with the construction of the facilities, as requested herein. By

separate motion, the Company will seek to consolidate the proceedings in Case No.. GF-2007-

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

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

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

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

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

more fully described herein.

Respectfully submiited,

- {sf James M, Fischer

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

101 Madison Street, Suite 400

Jefferson City, Missouri 65101

Telephone:  (573) 636-6758

Fax: (573) 636-0383

Bmail: jfischerpc@aol.com

ATTORNEYS FOR
APPLICANT
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CERTIFICATE OF SERVICE

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

February, 2007, to:

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

General Counsel

Missouri Public Service Commission
P.O. Box 360

Jefferson City, MO 65102

/s/ James M. Fische;

~ James M. Fischer
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VERIFICATION

STATE OF TEXAS

S8.

T

COUNTY OF HARRIS

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

' =l

Randal T. Maffett — \{2/

44
Subscribed and sworn to before me this l?) " day of February, 2007.

(; Notary Public '

. STATE OF TEXAS Notary Public
L= My Comm Exp. Nov. 16, 2010

My Commission Expires: LIsu. ld&: 21D
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}
)
)
)

~maintain gas facilities and to render gas )

service in and to residents of certain areas ) -CASE NO. QA-94-127

y ,
)
)
)
)
)

STATE OF MISSOURL
PUBLIC SERVICE COMMISSION

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

In the matter of the application of Tartan
Energy Company, L.C.,, d/b/a Southern Missouri
Gas Company, for a certificate of convenience
of necessity authorizing it to construct,
install, own, operate, control, manage and

of Wright, Texas, Howell, Webster, Greene and
Douglas Counties, including the incorporated
municipalities of Seymour, Cabool, Houston,
Licking, Mountain Grove, Mountain View, West
Plains, Ava, Mansfield, Marshfield and Willow

Springs, Missouri.

On'September le, 1894, the Commission issued a Report and Order

vhich granted Tartan Energy Company, L.C., d/b/a Southern Missouri Gas
Conpany (Tartan) a Certificaﬁe of Convenience 'and Necessity authorizing it
to construct, install,. own, operate, control, manage and maintain gas
facilities and render gas service in and to the residenfs of certain areas
of Wright, Texas, Howell, Webster, Greene, and Douglas Counties, including
the incorporated municipalities of Seymour, Cabool, Houston, Licking,
Mountain Grove, West Plains, Ava, Manséfield, Marshfield, and Willow

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

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

contained a number of conditions, and stated that the Certificate of
bonvenienCe and Necessity would become effective simultaneously with the
effective date of the tariffs Tartan was required to file, while in turn
indicating that Tartan's tariff would not be approved until a number of
conditions had been met, In addition, the Report and order also stated

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

Stipulation and Agreement, The various conditions are listed in detaill on

pages 27-28 of the Commission's Report and Order. On October 12, 1394, .

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

Order, with a proposed effective date of November 14, 1994, gince that
time, the effective date of the tariffs have been extended by Taftan on
numerous occasions, with a current effective date of April 15, 1995. o©n
March 29, 1995, Tartan filed a document styled Applicant’'s Motlon for Order
Authorizing Commencement of Construction of Natural Gas Distribution
System..

On aApril "7, 1995, the Staff of the Missouri Public Serxvice
commission ({Staff) filed a ‘rpémorandum entitled Staff Recommendation and
Rel:mrt on Items and Tariffs Submitted in Compliance with the Commission's
Report and Order, Staff's memorandum serves a threefold purpose: (1) it
provides Staff's recommendation with respect to the taxriffs filed by
Tartan; (2) it provides a brief lreporl: to the Commission on Tértan's
compliance with the conditions of the Report and Order as required by the
Report and’ QOrder; .and {3) it provides a recommendation with respect to
Tartan's motion for authorization to commence construction of its gas
system. Staff first explains th;t the purpose of the extension of the
effective date of the tariffs was to allow Tartan additional time to
provide Staff with the documents required by the Stipulation and Agreement
which the Commission approved in its Report and Order. In addition, Staff
adds that since the original f£iling of the 'tariffs,_ Tartan has filad
substitute tariff sheets on a numbér of occasions.

Staff states that the tariff sheets filed by Tartan contain the

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

provided to its service area in south-central Missouri. The material
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‘Tarkan that the franchise for Mountain View was ratified by the voters in

-Report and Order and should be approvegl.

o 0

contained in the filing, according to Ztkaff, includes a table of contents,
a map, metes aﬁd bounds descriptions, ::fate tariff sheets, a Purchased Gas
Adjustment Clause, and general Rules and Regulations. Staff indicates that
this filing’v""also includes Te'lrtan‘s Promotional Practice provisions and
incorporates material comsistent with the most revisions of the
Commission's Chapter 13 zrules on Service and Billing Practices. In
addition, Staff notes that on Februarxy 15, 1993, the company submitted to
the Commission‘s Gas Safety Staff an Operations and Maintenance Manual,
including requirements for transmission O&M and a Drug Taesting Program
pursuant to paragraph.S(c) of the Stipulation, and alsgo notes that on March .
23, 1995, the company submitted to the Procurement Analysis Staff a copy
of a signed firm transportation contract. between Tartan and Williams
Natural Gas Company pursu_aﬁt to paragraph 3 of the Stipulation.

additionally, Staff mentions it has received unofficial notification from

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

which comprise the conditioned items reguired to be produced prior to the
granting of the Certificate and authorization of construction, and believes
that they are in satisfactory compliance with the Commission's Report and
Order. The Staff also indicates that it has examined the proposed tariff

sheets and has determined that they are in compliance with the Commission's

The Staff therefore recommends

7
that the Commission approve the Certificate and tariff sheets filed by
Tartan to become effective with service to be rendered on and after April

15, 1995, and grant Tartan's request for an ovder authorizing the

commencement ¢f construction,
The Conmission has reviewed all of the material filed by Tartan

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

3
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recommendation of staff, and finds thit Tartan is in substantial compliance
with the conditions precedent to the api:)roval of its tariffs; that Tartan's
tariffs are in substantial compliance with the Commission's Report and
Oorder; and -that Tartan is in substantial compliance with the conditions
precedent to Commission authorization of the commencement of construction

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

-tfartan was required to file a certificate of authority to do business in

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

relationship hetween Tartan, Torch Energy Advisors, Inc., and Torch
Marketing, Inc., and a signed fixrm transportation contyract with Williams

Natural Gas Company, On October 14, 1994, Tartan filed the remquired

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

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

a copy of the contract with Williams Natural Gas with the Commission's
Procurement Analysis Department, in compliance with the Nonunanimous
Stipulation and Agreement and the Commission's Report and Order. Thus all

the prerequisites to approval of Tartan's tariffs have been met. The

Commission Finds that upon review of the tariff sheets filed on October 12,

1994, as substituted on March 16, 1995 and March.20, 1995, and upon review

of Staff's recommendation, the tariff sheets as substituted are in

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

in the tariff sheets as substituted are just and reascnable,

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

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

governmental agencies. The required financial commitment was filed as an

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

Cormission's Report and order, Also attached to Tartan!s motion as

exhibits are the required approvals of other A governmental agencies,
including: (1) Missouri Highway and Transportation Commission permits; (2)
nationwide permits from the Department of the Arzmy, U.8. Coxp of Engineers;
and (3) the affidavit of Tom M. Taylor, with attached county franchises
authorizing use of county fac;i.lities in unincorporated areas of Douglas,
Howell, and Webster Counties. These also appear to be in substantial
compliance with the Commission's Report and Qrder.

While c¢ounty £ranchises are not a prereqguisite to the /
commencement of construction by Tartan, the Comiséion‘s Report and Order
does require any necessary county franchises prior to the construction by
Tartan of diétr.ibution facilities to serve residents in the unincorporated
portions of :t:he counties within its sexrvice territory., Tartan explains in
‘'its motion that it does not yet have county franchises for the Count:ies_ of
Texas and Wright, but states that it has met with the County’ Commissions
_in Texas and Wright Counties and expects to receive authorization in the
very near future. Tartan adds that it will file the county authorizations
when they are available. The Commission is of the opinion that lack of
county franchises for Texas and Wright Counties is not an impediment to
Tartan's commencement of construction of trunkline facilities. As Tartan
correctly states in its motion, since Tartan's trunkline facilities will

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

5
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heen recelved from the Missouri Highway and Transportatioxi Department, the
trunkline facility and the municipal distribution facilities may be
coﬁstructed with the governmental permits and franchises which have been

obtaihed to date. In addition, Tartan may construct distribution

facilities to serve residents in the unincorporated portions of Douglas,

Howell, and Webster Counties.

For purposes of clarity, the Commission determines there are

ontly three areas where Tartan may not yet commence construction: Tartan

may not constxuct distribution Facilities to serve residerits in the
unincorporated portions of Texas and Wright Counties unless it has obtained
any necessary county‘franchises authorizing it to do so, and has filed
either a certified copy of the county franchise or an affidavit indicating
that the'county franchise has been obtained, and Tartan may not construct
distribution faeilibties to serve residents in the city of Mountain Vigw
until it files with the Commission a certified copy o©of the franchise
ratified by the voters of Mountain View, or an affidavit indicating that
the voters ratified the franchise in the voter ratification election.?
The Commission concludes that it is appropriate to approve
Tartan's tariffs for service on and aftfer April 15, 1885; to authorize
Tartan's Certificate of Convenience and Necessity to become effective
simultaneously with the effective date of its tariffs on April 15, 1995;
and to authorize commencement of construction of Tartan's trunkline
facilities, municipal distribution facilities in the incorporated
municipalities contained within its Cextificate of Convenience and

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

to. sexrve uningorporated areas in Douglas, Howell, and Webster Counties.

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

franchise or an affidavit.
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IT IS5 THEREFORE ORDERED:
1. rhat the following tariff sheets filed by Tartan Energy

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

1895, be and are hereby approved to become effecktive April 15, 1995:

PS.C. MO, No. 1

Title Page

Original Sheet Numbers i through x Inclusive
Original Sheet Numbexs 1 through 71 Inclusive

2. That the certificate of Convenlence and Necessity granted
to Tartan Energy Company, L.C,; d/b/a Southern Missouri Gas Company, L.C.
in the Commission's Report and Order of September 16, 1994, shall become
effective simultaneously with the affective date of the tarxiffs approved
in Ordered Paragraph No. 1 above, on April 15, 1985.

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

facilities in the wnincorporated portions of Douglas, Howell, and Webster

Counties,
4, That this order shall become effective on aApril 15, 1985,
BY THE COMMISSION \
bavid L. Rauch
Executive Secretary
(S E A L) '

) L \
ngller, Chm.., McClure, Perkins,
Kincheloe and Crumpton, CC,, Concur.
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STATE OF MISSOURTI
PUBLIC SERVICE COMMISSION

At a Segsion of the Public Service
Commigsion held at its office
in Jefferson City on the 19th
day of May, 1985.
In the matter of the application of Tartan )
Energy Company, L.C., d/b/a Southern Missgouri )
Gas Cempany, for a certificate of convenlence )
and necessity authorizing it to construct,
install, own, operate, control, manage, and
maintain gas facilities and to render gas
service in and to. residents of certain areas
of Wright, Texas, Howell, Webster, Greene
and Douglas Counties, including the
incorporated municipalities of Seymour,
Cabool, Houston, Ticking, Mountain Grove,
Mountain View, West Plains, Ava, Mansfield,
Marshfield, and Willow Springs, Missouri.

P S e ot bt et et e S g

On September 14, 1994, the Commission issuea a Report and Order
which granted Tartan Enexrgy Company, L.C., d/b/a Southern Missouri Gas
Company (Tartan) a Certificate of Convenience and Necespify authorizing it
to construct, install, own, operate, control, manage, and maintain gas

facilities and render gas service in and to the residents of certain areas
of Wright, Texas, Howell, Webster, Greene, and'Dbuglas Countien, including
the incorporated municipalities of Cabool, Houston, Licking, Mountain Grove,
West Plains, Ava, Mansfield, Marshfield, and Willow Springs, Missouri,- as
well as Mpuntaiﬁ View, Missouri, if the franchise granted_by Mountain View
" was ratified by its votgrs. The Report and Order contained a number of
conditions with which Tartan was required to éomply prior to approval of its
tariffs and authorization for the construction of gas Ffacilities., On April

14, 1995, the‘Commission issued an Oxder Approving Tariffs and Authorizing

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

v

YIn that oxder, the Commission inadvertently referred to Seymour as
one of—the incorporated mumicipalities‘for which Tartan had received a
Certificate of Convenience and Necessity. In fact, Tartan dropped its
request with respect to Seymour in its First amended Application, as it
had-not received a franchise from Seymour, Tartan has subseguently
filed an application seeking a Certificate of Convenience and Necessity \
for Seymour and other incorporated municipalities in Case No. GA-95-349,

Schedule 1
Rogersville NP




e ’H"] (”"’}

have indeed ratified the franchise granted to Tartan have been filed with the

Commigsion, In addition, the remainder of Tartan's Certificate of

Convenience and Necessity was made effective simultanéously wii:h the
effective date of Tartan's tariffs, which were approved by the Commisgsion in
iFs Order Approving Tariffs and Authorizing the Commencement of Construction
of Gas Facilities: on April 14, 1995. As Tartan's Certificate of Convenience
and Necessity with respect to the incorporated municipality of Mountaix} View
will be effective as of the effective date of this or@er, Tartan will also

a fortlori be authorized as of the same date Lo commence construction of its

municipal distribution facilities in the incorporated municipality of

Mountain View without further action by Tartan. The Commissicn also finds
that Tartan should be authorized to commence construction of its distribution

facilities in the unincorporated portions of Texas and Wright Counties, as

Tartan has filed with the Commission appropriate documents indicating receipt

of county franchises from the county commissions of Texas and Wright

Counties. L
IT IS THEREFORE ORDERED:

- 1. That Tartan Energy Company, L.C., d/b/a Southern. Migsouri Gas

.Company, E.C. be and is hereby granted a Certificate of Convenience .and

Necessity authorizing it to construct, install, own, operate, control,

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

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

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

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

municipal distribution facilities in the incorporated municipality of

* Mountain View, Missouri, and distribution facilities in the unincoxporated

portions of Texas and Wright Counties.
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3, That this order shall become affective on May 30, 1995,

BY THE COMMISSION

. : pavid %, Rauch
Executive Secretary

(s & A‘L)

McClure, Perkins, Kincheloe
and Crumpton, CC., Concux.
Mueller, Chm,, Absent.
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8PATE OF MISEOURI
OFFICE OF THE PUBLIC 8ERVICE COHMISSION

T have compared the preceding copy with the original on file
in this office and I do hereby certify .the 'same to be a true copy
‘therefrom and the vhole thereof.. '

. WITNESS my hand and geal of the Public gervice commission, at-

Jafférson city\( Migsouri, this 19th day of. May- ’

1995.

——

‘pavid L. Rauch
Executive Secre_tary
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APPENDIX C

FEASIBILITY STUDY

(HIGHLY CONFIDENTIAL INF ORMATION—FILED UNDER SEAL)

10
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GA-2007-0310

BEFORE THE PUBLIC SERVICE COMMISSION
.STATE OF MISSOURI |

In the matter of the Application of )

Southern Missouri Gas Company, L.P. )

d/b/a Southem Missouri Natural Gas )

for a certificate of public convenience )

and necessity authorizing it to construct, )
install, own, operate, control, manage ' ) Case No.
and maintain a natural gas distribution )

system to provide gas service in )

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

APPLICATION

COMIS NOW Southern Missouri Gas Company, L.P. d/b/a Southern Missouri Natural

Gas, ("SMNG" or "Applicant”), by and through its counsel, and for its Application pursuant to

- Section 393.170, RSMo 20700,1 and 4 CSR 240-2.060(1) and 4 CSR 240-3.205 requests that the
Commission issue an order granting SMNG a certificate of convenience and necessity for a
pipeline and ne_itu.ral gas distribution system to ﬁl'ovide natural gas and transportation ser\_fices in
Houston, Licking, and Mountain View, Missouri. In support of this Application, SMNG
respectfully states as follows: '

1. Southern Missouri Gas Company, L.P. d/b/a Southern Missouri Natural Gas, a
Missouri limited partnership, (“SMNG”) owns and operates a natural gasiransmission and
distribution system located in southem- Missouri which serves approximately 7,500 1'ésidential,
commercial and industrial customers. SMGC is a "gas corporation” and "publid ﬁtiﬁty" under

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

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

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

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

be addressed to:

James M. Fischer

Fischer & Dority, P.C.

101 Madison Street--Suite 400
Jetferson City, Missowri 65101
Telephone:  (573) 636-6758

" Email: ifischerpc@aol.com

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

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

Email: mlumby@smng.biz

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

Houston, Texas 77022

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

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

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

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

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

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

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

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

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

2On April 15, 1995, the Commission issued its Order Approving Tariffs And Authorizing The Commencement Of
Construction Of Gas Facilities which authorized the predecessor of SMNG, Tartan Energy Company, L.C., d/b/a
Southern Missouri Gas Company, L.C,, to commence construction of its frunkline facilities and runicipal
distribution facilities in several municipalities, including Houston and Licking, Missouri. Following a ratification
vote in Mountain View, Missouri, the Coramission issued a similar Order Granting Certificate Of Convenience And
Necessity For Mountain View, Missouri, And Authorizing Construction Of Distribufion Facilities In Mountain.
View, Missouri, And In T'exas And Wright Counties. -(Appendix B). .

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

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

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

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

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

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

‘12. . The Applica:ﬁt has no annual report or assess;fnent fees that are overdue.

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

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

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

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

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

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

more fully described herein.

Respectfully submtted,

- /sf Yames M, Fischer

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

‘101 Madison Street, Snite 400

Jefferson City, Missouri 65101
Telephone:  (573) 636-6758

Fax: (573) 636-0383

Bmuail: jfischerpe@aol.com

ATTORNEYS FOR
APPLICANT
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CERTIFICATE OF SERVICE

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

February, 2007, to:

Office of the Public Counsel
P.0O. Box 2230
Jefferson City, MO 65102

General Counsel

Missouri Public Service Commission
P.0O. Box 360

Jefferson City, MO 65102

/s/ James M. Fische;

~ James M. Fischer
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VERIFICATION

STATE OF TEXAS )
88,

: )
COUNTY OF HARRIS )

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

belief,
N

Randal T. Maffett {2/

de
Subscribed and sworn to before me this ]?3 " day of February, 2007.

ST Grace Raven ' ' % =
* Notary Public = :
STATE OF TEXAS Notary Public
A2 My Comm Exp. Nov. 16, 2010
My Commission Bxpires: oo, I 281D
7
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GR-2014-0086

Feasibility Study has been
deemed “Highly Confidential™
in 1ts entirety
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)
)
)
)
)

_maintain gas facilities and to render gas }

service in and to residents of certain areas ) -CASE NO. GA-94-127

) .
)
}
)
)
}

STATE OF MISSOQOURT
PUBLIC SERVICE COMMISSION

At a session of the Public Service
Commission held at its office
in Jefferson City on the 1l4th
day of April, 1995.

In the matter of the application of Tartan
Energy Company, L.C., d/b/a Southern Missouri
Gas Company, for a certificate of convenientce
of necessity authorizing it to construct,
install, own, operate, control, manage and

of Wright, Texas, Howell, Webster, Greens and
Douglas Counties, including the incorporated
municipalities of Seymour, Cabool, Houston,
Licking, Mountain Grove, Mountain View, West
Plains, Ava, Mansfield, Marshfield and Willow

Springs, HWissouri,

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

which granted Tartaﬁ Energy Company, L.C., d)b/a Southern Missouri Gas
Company {Tartan) a Certificéﬁe of Convenience 'and Necessity authorizing it
to construct, install,. own, operate, control, manage and maintain gas
facilities and render gas service in and to the residenﬁs of certain areas
of Wright, Texas, Howell, Webster, Greene, and Douglas Counties, including
the incorporated municipalities of Ssymour, Cabool, Houston, Licking,
Mountain Grove, West Plains, Ava, Mansfield, Marshfield, and wWillow

Springs, Missouril, as well as Mountain View, Mlssouri if the Ffranchise

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

O O .

contained a number of conditions, and stated that. the Certificate of
Convenience and Necessity would become effective simultaneously with the

effective date of the tariffs Tartan was required to file, while in turn

indicating that Tartan’s tariff would not be approved until a number of

conditions had baen met. In addition, the Report and order also stated

that Tartan was required to show compiiance with a further set of
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conditions prior to the commencement of construction of any gas facilities.

Tartan also was required to comply with the terms of  the Nonunanimous

stipulation and Agreement, The various conditions are listed in detail on

pages 27-28-of the Commission's Report and Oxder,

Partan flled tariff sheets to comply with the Commission's Report and

ordexr, with a proposed effective date of November 14, 1994, Since that
time, the effective date of the tariffs have been extended by Taz;tan on
numerous occasions, with a current effective date of April 15, 1995. On
March 29, 1995, Tartan filed a document styled Applicant's Motion for Order
authorizing Commencement of Construction of Natural Gas Distribution
Systeml.

on april 7, 1995, the Staff of the Missouri Public Sexvice
Commission (Staff) filed a Amémorandum entitled Staff Recommendation and
Reéort on Items and Tariffs Submitted in Compliance with the Commission's
Report and Order., B5taff's memorandum serves a threefold purpose: (1) it
provides Staff‘s recommendation with respect to the tariffs filed by
Tartan; (2) it provides a bprief .report to the Commission on Téxtan's
compliance with the conditions of the Report and Order as required by the
Report and Order; ‘and {3} it provides a recommendation with raspect to
Tartan's motion for authorization to commence construction of its gas
system. Staff first explains th;t the purpose of the extension of the
effective date of the tariffs was to allow Tartan additional time to

provide Staff with the documents required by the Stipulation and Agree:ﬁent

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

adds that since the original filing of the 'tariffs,r Partan has filed

substitute tariff sheets on a numbér of occasions.

Staff states that the tariff sheets f'iled by Tartan contain the

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

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

on October 12, 1994, .
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contained in the filing, accordirig to Bkaff, includes a table of contents,
a map, metes and bounds descriptions, rate tariff sheets, a Purchased Gas

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

thisg filing""also includes Tartan’s Promotional Practice provisions and

incorporates material consistent with the most revisions of the

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

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

the GCommission's Gas Safety Staff an Operationsg and Maintenance Manual,
including requirements for transmission O&M and a Drug Testing Program
pursuant to par.agraph_S(c) of the Stipulation, and also notes that on March .
23, 1995, the company submitted to the Procurement Analysis Staff a copy
of a signed firm transportation contra.ct. between Tartan and Williams
Natural Gas Company pursua}it to paragraph 3 of the Stipulation.
Additionally, Staff mentions i.t has received unofficial notification from

‘Tartan that the franchise for Mountain View was ratified by the voters in

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

which comprise the conditioned items reguired to be produced prior to the
granting of the Certificate and authorization of construction, and believes
that they are in satisfactory compliance with the Commission's Report and
Order. The Staff also indicates that it has examined the proposed tariff
sheets and has detexmined that they are in compliance with the Commission's

-Repoxrt and Order and should be approved. The Staff therefore recommends

/
that the Commission approve the Certificate and tariff sheets filed by
Tartan to become effective with service to be rendered on and after April

15, 1995, and grant Tartan's request for an order authorizing the

commencement of construction,
The Commission has reviewed all of the material filed by Tartan

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

3
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recommendation of Staff, and finds that Tartan is in substantial compliance
with the conditions precedent to the apbroval of its tariffs; that Tartan's
tariffs are in substantial compliance with the Commission's Reporf and

order; and ‘that Tartan is in substantial compliance with the conditions

precedent to Commission authorization of the commencement of construction

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

-Partan was required to file a certificate of authority to d¢ business in

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

relationship hetween Tartan, Torch Energy Advisors, Inc., and Torch

Market{ng, In¢., and a signed‘firm transportation contract with williams

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

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

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

a copy of the contract with Williams Natural Gas with the Commission's
Procurement Analysis Department, in compliance with the Nonunanimous
Thus all

The

Stipulation and Agreement and the Commission's Report and Order.
the prerequisites tovapproval of Tartan's tariffs have bheen met,

Commission finds that upon review of the tariff sheets filed on October 12,

1994, as substituted on March 16, 1295 and March .20, 1995, and upon review

of BStaff's recommendation, the tariff sheets as substitukted are in

compliance w1th the Commission's Report and Order, and the rates contalned

in the tariff sheets as substituted are just and reasonable.

'In addition to the required information, Mr. Taylor's affidavit
notes that Tartan, which will be domng business in the State of Missouril
under the name of Southexr Missouri Gas Company, is required under
Missouri state law to identify iteelf as a limited llabillty company
and therefore should be referred to as Southern Missouri Gas Company,
L.C. fThe Commission will use the designation *Southern Missourli Gas
Company, L.C.* in the remainder of its order and in the future.

4
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In addition, prior to the tommencement of any gas facilities,

Tartan was reguired by the Commission's Report and Oxder to provide a
commitment for the infusion into Tartan of common equity sufficient to

achieve a #0-42 percent common equity to total capital ratio, and was
required to file certified copies of the reguired approval of other

governmental agencies. The required financial commitment was filed as an

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

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

exhibits are the required approvals of other govermmental agencies,
including: (1) Missouri Highway and Transportation Commission permits; (2)
nationwide permits from the Department of the Army, U.S. Corp of Engineers;

and (3) the affidavit of Tom M. Taylor, with attached county Ffranchises

authorizing use of county facilities in unincorporated areas of Douglas,

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

compliance with the Commission's Repoxt and Order.

While c¢ounty franchises are not a prerecuisite to the
commencement of construction by Tartan, the Commiséion's Report and Order
does require any necessary county franchises prior to the construction by

Tartan of dizstribution facilities to serve residents in the unincorporated

portions of ‘the counties within its service territory. Tartan explains in

‘its motion that it does not yet have county franchises for the Counties of
Texas and Wright, but states that it has met with the County Commissions.
_in Texas and Wright Counties and expects to receive authorization in the
very near future. Tartan adds that it will file the county authorizations
when they are available, The Conmission is of the opinion that lack of
county franchises for Texas and Wright Counties ‘is not an impediment to

Tartan's ¢ommencement of constructipn of trunkline facilities. As Tartan
correctly states in its motion, since Tartan's trunkline facilities will

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

5
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been received from the Missouri Highway and 'I‘ransportatiozi_ Department, the
trunkline facility and the municipal distribution facilities may be
coﬁstructed with the governmental permits and franchises which have been

obtained to date. In addition, Tartan may construct distribution

facilities to serve residents in the unincorporated portions of Douglas,

Howell, and Webster Counties,

For purposes of clarity, the Commission determines there are

only three areas vwhere Tartan may not yet commence construction: Tartan

may not construct distribution facilities to serve residerts in the

unincorporated portions of Texas and Wright Counties unless it has obtained

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

either & certified copy of the county franchise or an affidavit indicating
that ther county franchise has been obtained, a_nd Tartan may not construct
distribution facilities to serve residents in the city of Mountain V:i.e_w
until it files ‘with the Commission a certified copy of the franchise
ratified by the voters of Mountain View, or an affidavit indicating that
the voters ratified the franchise in the voter ratification slection.?
‘The Commission concludes that it is.approPriate to appriove

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

Tartan's Certificate of Convenience and Necessity to become effective
simultanecusly with the effective date of its tariffs on 2April 15, 1895;
and to authorize commencement of construction of Tartan's trunkline'
facilities, municipal distx:ibution facilities in the incoxporated
municiiaalities contained within its Certificate of Convenience and
Necessity, with the exception of Mountain View, and distributi_dn facilities

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

while Staff's recommendation indicates it received unofficial
notification that the franchise was ratified by voters on April 4, 1995,
Tartan is still required to file w:.th the Commission either the

franchise or an affidavit.
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IT IS5 THEREFORE ORDERED:

1. That the following tariff sheets filed by Tartan Energy
Company, L.C., d/b/a Southern Missouri Gas Company, L.C. on October 12, .
1994, as subdtituted by the tariff sheets of March 16, 1995 and March 20,
1995, be and are hereby approved to become effective April 15, 1935:
P.S.C. MO, No, 1 |
Title Page

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

2, That the Certificate of Convenience and Necessity granted
to Tartan Energy Company, L.C.; d/b/a Southern Missouri Gas Company, L.C.
in the Commission's Report and Order of September 16, 1994, shall become
effective simultaneously with the effective date of the tariffs approved
in Ordered Paragraph No. 1 above, on April 15, 1395,

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

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

Counties,
4. That this order shall become effective on April 15, 1995,
BY THE COMMISSION ‘ \'
David L. Rauch
Executive Secretary
(SEaL) '

. i
Huellex, Chm.., McClure, Perkins,
Xincheloe and Crumpton, CC,, Concur,
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STATE OF MISSOURI
PUBLIC SERVICE COMMISSION

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

In the matter of the application of Tartan
Energy Company, L.C,, d/b/a Scuthern Missouxi
Gas Company, for a certificate of convenlence
and necessity authorizing it to congtruct,
install, own, operake, control, manage, and
maintain gas facilities and to render gas
gervice in and to- residents of certain areas
of Wright, Texas, Howell, Webster, Greene

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

On September 16, 1994, the Commission issued a Report and Orderx

which granted Tartan Energy Company, L.C., d/b/a Southern Missouri Gas

Company (Tartan) a Certifiecate of Convenience and Necesgiﬁy avthorizing it

to construct, install, own, operate, control, manage, and maintain gas
facllities and render gas service in and to the residents of certain areas
of Wright, Texas, ﬁowell, Wiebster, Greene, and'Dﬁuglas Countieg, including
the incorporated municipalities of Cabool, Houston, Licking, Mountain Grove,
West Plains, Ava, Mansfield, Marshfield, and Willow Springs, Missouri,-as
well as Mpuntaiﬁ View, Migsouri, if the franchise granted_by Mountain View

" was ratified by its voters, The Report and Order contained a number of
conditions with which Tartan was required to comply prior to approval of its
tariffs and authorization for the construction of gas facilities, On April

14, 1995, the Commission iseved an Oxder approving Tariffs and Authorizing

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

Y

Tn that order, the Commission inadvertently referred to Seymour as
one of—the incorporated municipalities for which Tartan had received a
Certificate of Convenience and Necessity. In fact, Tartan dropped its
request with respect to Seymour in its First Amended Application, as it
had-not received a franchise from Seymour. Tartan has subsedquently
filed an application seeking a Certificate of Convenience and Necessity \
for Seymour and other incorporated municipalities in Case No. GA-95-349,
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have indeed ratified the franchise granted to Tartan have been filed with the

Commission. In addition, the remainder of Tartan's Certificate of

Convenience and Necessity was made effective simultaneously with the

effective date of Tartan's tariffs, which were approved by the Commiszsion in

its Order Approving Tariffs and Authorizing the Commencement of Construction

of Gas Facilities on April 14, 1995, As Tartan's Certificate of Convenience

and Necessity with zespect to the incorporated municipality of Mountain: View

will be effective as of the effective date of this order, Tartan will also

a fortiori be authorized ag of the game date to commence construction of its
municipal distribution facilities iIn the incorporated municipality of
Mountain View without further action by Tartan. The Commission also finds

that Tartan should be authorized to commence construction of its distribution
facilities in the unincorporated portions of Texas and Wright Counties, as
Tartan has filed with the Commission appropriate documents indicating receipt

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

Counties.
ET IS THEREFORE QORDERED:
1. That Tartan Energy Company, L.C., d&/b/a Southern. Mlssour:. Gas
L C. be and is hereby granted a Cert.lflcate of Convenience and

. Company,

Necesslty authorizing it to construct, install, own, operate, control,

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

.regidents of the incorporated municipality of Mountain View, Missouril..
2. fThat Tartan Energy Company, L.C., d/b/a Southern Missouri Gas

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

municipal distribution facilities in ‘the ingorporated municipality of

and distribution facilities in the unincorporated

- Mountain View, Missouri,

portions of Texas and Wright Counties. B
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mhat this order shall become effective on May 30, 1995,

MoClure, Perkins, Kincheloe
and Crumpton,

Muellier,

Chm. ,

c¢., Concur.
Absent.

BY THE COMMISSION

pavid %, Rauch
Executive Secretary

.

Schedule 1
Rogersville NP




S8TATE OF HISSOURI
OFFICE OF THE PUBLIC B8ERVICE COH.MIBBION

I have compared the preceding cop¥ with the original on file
in this office and I do hereby certify .the same to be a true copy
‘therefrom and the whole thereof._ '

. WITNESS my hand and aeal of the publiic gervice COmm:.ssion, at-

Jefferson City, Miggsouri, this 19th day of. May: '

1995,

"David L. Rauch
Executive Secretary
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APPENDIX C
FEASIBILITY STUDY

(HIGHLY CONFIDENTIAL INFORMATION—FILED UNDER SEAL)
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GA-2010-0114

BEFORE THE PUBLIC SERVICE COMMISSION
STATE OF MISSOURI

In the matter of the Application of
Southern Missouri Gas Company, L.P,
d/b/a Southern Missouri Natural Gas
for a certificate of public convenience
and necessity authorizing it to construct,
install, own, operate, control, manage
and maintain a natural gas distribution
system to provide gas service in
Laclede County, Missouri, as an

- expansion of its existing service area.

Case No.

APPLICATION AND MOTION FOR EXPEDITED TREATMENT

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

1. Southern Missouri Gas Company, L.P.. d/b/a Southern Missouri Natural Gas, a
Missouri limited parthershii:, (“SMNG”) owns and operates a natural gas fransmission and
distribution system located in southern Missouri which currently serves approximately 7,500
residential, commercial and industrial customers. SMGC is a "gas corporation" and "public
utility" under the jurisdiction of the Missouri Public Se1vice Commission, pursuant to Chapters
386 and 393, RSMo. 2000. The Company's streét and mailing address is:" 500 W. 19" Street,

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

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

be addressed to:

James M. Fischer

Larry W. Dority

Fischer & Dority, P.C.

101 Madison Street--Suite 400

Jefferson City, Missouri 65101

Telephone:  (573) 636-6758

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

Mike Lumby, General Manager |

Southern Missouri Gas Company; L.P.

500 W.-19™ Street
Mountain Grove, Missowi 65711
Telephone:  (417) 926-7533

Email: mlomby@smng.biz

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

Houston, Texas 77022

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

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

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

reference,

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

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

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

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

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

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

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

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

who are landowners with the proposed service area,

2 The certificates granted were conditioned upon the Company’s obtaining financing acceptable to the Commission
and, pursuant to the Commission’s Order Approving Stipulation and Agreement issued April 17, 2008, in Case No.
"GF-2007-0215, SMNG’s Second Amended Financing Application was approved.

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

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

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

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

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

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

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

4

Schedule 1
Rogersville NP




MOTION FOR EXPEDITED TREATEMENT

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

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

| Respectfully submitted,

[sf James M, Fischer -

James M. Fischer Mo. Bar No. 27543

Larry W. Dority Mo. Bar No. 25617

Fischer & Dority, P.C.

101 Madison Street, Suite 400

Jefferson City, Missouri 65101

Telephone:  (573) 636-6758

Fax: (573) 636-0383

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

ATTORNEYS FOR APPLICANT

5
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CERTIFICATE OF SERVICE

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

Office of the Public Counsel

P.0O. Box 2230

Jefferson City, MO 65102

General Counsel

Missouri Public Service Commission

P.0. Box 360
Jefferson City, MO 65102

/sf James M. Fischer

James M. Fischer
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VERIFICATION

STATE OF MISSOURI
s,

e Nt N

COUNTY OF

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

Wm

Michael Luntby

Subscribed and swom to before me this_AZ ﬂ’day of M 2009.
/- %ﬂﬁb{

Notary Public

‘ : - . : LINEFAAMOORE
My Comumission Expires: O j 0‘// /2 _ Pubie - Notary Seal
- 7 { te of Missouni
Commissionad for Wright County

My Commission Expires: May 04, 2012
Gommiasion Numbar; 08414018
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APPENDIX C

FEASIBILITY STUDY

(HIGHLY CONFIDENTIAL INFORMATION—FILED UNDER SEAL)
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.JAMES M. FISCHER, P.C.

ATTORNEY AT Law 101 WEST McCariy, Suns 215 TELEPHONE (314} 636-6758
REGULATORY CONSULTANT JEFFeRSON Crry, MO 65101 Pax (314) 636-0383

July 11, 1995

Mr. David I. Rauch
Executive Secretary

HMissouri Public Service Commission
P.O. Box 360

Jefferson City, Missouri 65102
RE:

Tartan Energy Company, L.C.
Case No. GA~95-349

Dear Mr. Rauch:

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

on page 1 of Exhibit 2 of the Appiication, there is the
following reference: "MNote: This proposed additional sexrvice area
includes the previously existing service area of sections 13, 24
and 25 of T20N R20W and does not exclude any portion of the
corporate limits of Rogeraville lying in Greene County."™ The

reference to WIT20NP? in the above-raferenced sentenca should read
HT28NY,

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

I hope thase errors have not inconvenienced you or your Staff,

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

Sincerely, .
W, Aoclae

as M, Fischer

JNFiir

cc: Office of the Public Counssl
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JAMES M. FISCHER, PC.

101 WesT McCaRTY, SUrre 215 Teesnons (314) 636-6758
Fax (314) 636-0363

ATTORNEY AT 1AW

REGULATORY CONSULTANT JRFFERSON Crry, MO 65101

FILED

June 14, 199%
JUN 1 41535
¥r. David L. Rauch 1£:550UR1 )
PUBLIC STNCE COMMISSION

Executive Secretary
#issourl Public Service Commission

P.O. Box 360
Jefferson Clty, Missouri 65102
a

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

Dear Mr. Rauch: chould be 3

Enclosed are( the original and fourteen (14} ocopies of
late-filed Exhibit ¥)r--Feasibllity Study of Tartan Energy Cormpany,
L.C. d/b/a Southern Missouri Gas Company, L.C. for filing in the
ahove-referenced matter. A copy of the foregoing d cument has besn

hand-delivered or mailed this date to parties of racord.

Should you have any questions, please do not hesitate to
contact the undersigned.
: Thank you for your attention to this matter.

Sinosrely,

& M. Fischer

JNFiIxr
Encloaures

¢o: Parties of Record
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EXHIBIT% - FEASIBILITY STUDY
INTRODUCTION

Tho origins! Feasibility Study for the Tartan Energy Company, L.C. {"Tartan"}, dba
Southorn Missouri Gas Company, L.C. ("SMGC"}, submittad in Dacember 1983, with
supplements submitted in Januery 1994 and April 1994, as part of Case Number GA-
94-127, included Tartan’s plans to provide natural gss service to five smalier
"probable additional cities” located along the then-proposed trunk pipeline route.
Thasae five cities, Rogersville, Fordiand, Diggins, Seymour and Norwood, had not at
that time granted franchises to Tartan for such gas service, although discussions .
directed towards obtaining franchises were baginning, In the absence of these
franchises, tha Missouwri Public Servica Commission, in its order issued September 16,
1994, did not grant Tartan authority to provide gas service within the corporate limits
of these cities, atthough Tertan’s epproved gervice area surrounds the corporate limits
of all thesa cities on all sides. Since the Issuanca of tha MPSC’s order, Tarten has
obtained franchises in all five cities, with voter ratification complated in four and voter
ratification scheduled in the fifth, Diggins, in August 1995. Copies of these
franchises were filed with Tartan's May 9, 1995 Application to the MPSC for
authority and 8 Certificats of Convenlence and Necessity to provide natursl gas
sorvice to these cities.

in Greans County, locet enthusissm for natural gas is high and Tartan has received
in excess of 40 local residents’ requests for farm taps, along the SMGC trunk pipeline
route between the system origin point and Rogersvile. As a resuit, Tortan is
requesting that its typically thves mile wide service area be extended westward
spproximately seven miles. This siightly expanded satvice sraa will sllow Tartan to
sccommoadate locel residents’ requests for farm taps slong this segment of trunkiing
and is shown on Exhibit 2, page 1 of 3, of Tartan's Application.
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To fudfill the statutory regquirement that a faasibltity study accompany an Application
for additional service area, Tartan has propared this feasibliity study, to be late-filad
as Exhibit 4, with current information smporting'the sarvice area expansions (the five
cities plus Greens County extension} sought in its recently filed Application, The
following discussion is supported by Tebles 1 through 6 immediately following the
discussion.

DISCUSSION
Spacifications

The distribution piping specifications planned for these five cities are giv&n in Table
1. Praviously, this information had been based on the use of Phillips Driscopips Series
8500. Atter solicitation of materisd quotes for SMGC’s 1995 construction season, the
best velue was achieved with Chevron Plexco PE2406 series medium density
polyethylene (which is fully equivalent to Phillips Driscopipe 6500), thus Table 1 now
references this selection. Although Table 1 provides information for piping as large
8s nominal 8-inch diametes, no pipe larger than 4-inch dismater, with one possible
axception, is planned for use in any of the five cities. The possible exception is for
the City of Seymour, where a short segmeant of nomin 8-inch diameter pipe may be
used. No steel pipe will be used at any point between the city gate meter station and
the Individusl service meter/regulators in any of the five cities. City gate
reguiator/mater stations, appropriately sized clones of those now being instolled at
each city previously approved for service by SMGC, will be used for each city.

The distribution systems to be constructed for each of the five cities will be designed,
constructed, oporated and maintsined to the sasme specifications and criteria as those
being built in the ten cities previously approved for gas service olong the SMGC
systern.  Copies of all construction specifications, welding and potysthylene fusion
specifications, C&M manuals, emergency manuals, drug manual, etc. were provided

-




T TR I T T TR T T R T s AT g

to the MPSC as part of the voluminous submissions In Case No. GA-94-127 snd are
incorporsted hereln by reference. Updates of these manuals and specifications ore
periodically provided to the MPSC and will ba egually applicsble o the distribution
aystems proposed for these five clties.

Table 2 gives updated test pressuras and maximum allowable operating preasures
{MAQPs} for the In-house piping now planned for use by SMGC. After on-sgite
survays, Tartan has concluded that most, if not all, existing in-houss propane piping
can be cost effactively replaced as part of the convarsion to natural gas process.
Replacement of propane piping will give uniformiy and appropriately sized in-house
plping in the majority of SMGC's customer base and will efiminate the labor
consumptive selective replacement of frequently too small propane pipe sagments and
well as the time consuming location and repair of existing propans plping lenks.
Complete piping replacement is made fessible through the availpbility and cost
effactivaness of "gas-yallow" flexibls, corrupated, vinyl clad stelniess stas! tubing that
Is Industry end AGA (American Gas Assuclatinn).éppmvad for use as in-house natural
gas piping. The nead for only refatively short runs of this robust tubing in the typical
house combined with its ease of installation and requirernant for essentially no fittings
other than end connectors make the tubing the material of choice for SMGC's
upgrading of in-homea piping. This selection is eapeclally obvious when compared to
the fitting, tookng and Iabor consumptive instatiation of ripid "black” steel pipe
otherwige typlcal of in-house gas piping. The typical household conversion from
propane to natural gas can be sccomplished using staintess steel tubing within the
same $200 per conversion buxdget praeviously spproved for SMGC.

SMGC now plans to use a 14-inch WC (water column} in-house MAOP piping
presswe, This pressurs i3 within the approved pressure rating of household
sppiances gas reguistion/control valves and elminates the need for the individual
appiiance reguiators required for the previoustly planned two-pound (2 psig) in-house
piping system. Use of the 14-inch WC MAOP also allows the downsizing of in-house

-3-
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plping, especiatly for higher loss corrugated tubing such as the vinyl clad stainiess
stesl tubing proposed for use by SMGC. The combination of reduced tubing/end
connector size (typicelly 1/2-Inch versus 3/4-Inch) and cost plus ths eass of tubing
instaliation and elimination of a 2-pound to 4-ounce regulstor an each appllance afl
support the use of the 14-lnch WC in-house piping MAOP. The in-house piping
conversgions for these five citles are proposed, and will ba, absolutely consistent with
conversions to be dane In the ten previously approved SMGC cities.

Demand

Demand estimates for these five cities are addressad in Tebles 3 and 4A/4B/4C.
Toeble 3 shows demand for the five cities as estimated in the original teasibility study.
That study called for a residential demand at the end of year 3 equelling 112,813
MCF/year. The original study used logically derived percentage muitipliers to estimate
annusl conwnercial (44.2%) and industrial (68%) demamd for the then-proposed
SMGC system. These estimates were not made individually for thess five cities, but
applying these percentages to the above residential demand st the end of year thwee
yields 49,775 MCF/year for commercial demand snd 65,315 MCF/year industrial
demand. it should be noted that these percentags multiplers were statistical and
ware based on a relatively lerge population; these were noted during Case No. GA-94-
127 as not being particularly applicable ta the smaller SMGC communitios where the

presence or absenca of a single large commercial or industrial user could greatly skew

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

systom, the total demand estimate determined from the original feasibility study
should be viewed as a maximum demand estimate.

Table 4A gives the current demand estimate. It is basad on actual propane tank
counts teken in May 1895 and sssumes 90% of in-city propane users convert to
natursl gas within three yeers of ges service becoming svalisbie. These assumptions
yieid an end of year 3 residential demand equaliing 137,070 MCF/year. Raviewing
-4-
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| : Dun snd Bradstreat-Dune: Market Identitiers: datsbess vields commescisl sctivity
| counts for each of the fiva cities and altows both the exclusion of gropane/oH related
| activitiss end the Idontification of Isrge commercisl.of industrial activities that have
1 strong naturel gas customer potentisl, Assuming 70% conversion of commercisl

sctivities at the end of year three with a conservative typical 150 MCF/year (50%
J greater than a typioal residentisl customer) consumption por customer yields a
commercial domand equalling 42,105 MCF/year. Direct cuntacts with three [dentified
potential industrisl or laerge commerclel customers ylelds hydvocarbon energy
consumption equivalent to 32,956 MCF/year.

Table 48 totels residential, commercial and industris) demands by city and yields a
five city total demand equal to 212,131 MCF/vasr. Asin the origine! teasibiiity study,
no spacific slowance has basn made for the near-term conversion of electric or wood
heating residential customers to natural gas, eithough residential contects made with
SMGC indicate that several such conversions are iikely when gas becomes avaiishle,

Table 4C summarizes various datebsse information {D&BMSﬂateﬁcMapp:nq inc.)
mmnaﬂnmmkapotmﬁalmmmm Using information
summaerized by zip coda ragion (i.e., the Individusl geographic aress having & given
zipeode).maconmddacﬁmycowmumconfkmmmmm
m«mmmmammmﬁammm The most striking
‘(a-to-1mmompummpopuuﬁmandﬂnmwa-mmmm
slong the SMGC system). This population’s enthusiasm for naturel ges is further
evidenced by the numerous contacts SMGC is recsiving, 8 system trunk pipoling
construction progresses in the ares, siong the ¥nes of "When will gas service be i
aveilsbie?" snd "How can 1 sign up for it?"

To summarize the estimetsd demand study for thess five cities, there are no ‘
substantive differances from the information presented in the originel feasibility study

-B-




and factored into Tartan's planning since inception. Thase tive clties offer ettractive,
smallincremental markets for a distribution system that s slready passing through the
ares. Local enthusiasm for naturs! gas gives a high likeihood that this market will be
realized glven compatitive pricing with propane and good service response. As for
the remainder of SMGC, farm taps will be reviawed, justitied and addreased on an
Individual basis based an installation costs versus demand.

Enginsering Cosat Estimate

The original feasibiiity study estimatad cost for the distribution system in the five
cities to total $2,245,000 predicated on 1,160 residential customers. Using a current
residential customer count estimate of 1,371 and using current SMGC materials and
contractor quotes, the tote! estimated costs for the tive cities are $2,984,667. Teble
b gives the individual cost estimate per city. Note that these estimeaics are '
extrapolations from the detalled estimates prepared for polyaethylene distribution
construction and propane-to-natural gas conversions in seven citles during SMGC's
18995 construction saeason.

The origine! study provided tentative distribution piping grids superimposed on city
map backgrounds for the ariginal tan cities approved for SMGC. These preliminary
grids, preperad by mep and aetial photo analysis with selected on-site checks, proved
of limited worth (and loss accurate than a well reviewzd extrepolation) relative to the
iater detatied construction maps that hava been prepavsd showing the sctusl proposed
piping locations and the location of all identified propane tanks in each city. Propane
tank locations have besn mapped for sach of these five citiss and a tentative piping
grid discussed but, due to the expense involved in drafting construction drawings on
AutoCad and plotting all propane tank locations, further construction deawing work
is being deferred until the Fall of 1995 when such work is also to be completed for
the SMGC 1898 construction season. This work, as woll as sl project managesnont
and subsequent operation and meintenance, will be performed to ths same

8-



spacification, attention to deteil, etc. end by the seme managament tesm members
as the work parformad for the 18956 SMGC construction season.

Project Economics

Table 6 givas forecast customer counts, annual demand, investment, revenue at
existing tariffs (& without gas cost PGA), ennual operating expenses and operating
income before taxes. As can be saen, the addition of these five cities, which involves
the installetion of NO additionsl trunk pipeline, generates an attractive before tax
operating Income at existing tariffs. Since the demand associated with thess five
cities Is relatively small overall, SMGC proposes to lump this investment with the
investment otherwise being made In SMGC during 1995 end 1996 and to use existing
tariffs without any moditications other than the addition of these five cities and the
Gresns County service area extension into SMGC’s approved service area. No
specific assumptions were made in preparing this economic summary relative to

financing or interest expense, with this being equivalent to assuming the use of

company (equity) funds for these five additional cities. If financing Is required at a

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

CONCLUSION

As can be seen from the oripinai Feasibllity Study and the data given herein, the
addition of each of the five additionsl cities of Rogersville, Fordiand, Diggins, Seymour
snd Norwood to the SMGC service area contributes positively to the overall SMGC
system economics. SMGC's siready approved service srea surrounds sach of these
cities on sl sides, sach city has grented a natursl gas distribution franchise to Tertan,

and ratification votes have been compieted in the four iangest cities with Diggins to
be completed during the Summer of 1995. SMGC trunk pipelina construction is

-7-
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urdierway in tha vicinity of each of these cities and has sroused considerable local
enthusiasm. SMGC will ba conducting Iate 1985 and year-long 1888 distribution
construction activity in the viginity of each of these cities and thaae five reletively
small cities can be provided gas service most economically by integrating their
systens’ construction fully into SMGC's other on-going activity for lste 1985 and
19986.

Numerous local requests for future farm taps have been accommodatad by Tartan's
request for the narrow SMGC service area to be extended seven miles westward
along tha trunk pipeline route in Greene County to the SMGC system origin point. All
issues relevant to providing service to these five cites, Including conversion
incentives, were thoroughly explored, as well as aggressively challenged by Conoco,
Inc. and various groups of local propane deaters, during the recant Cese No. GA-94-
127. While the demand to be served in these five small cities plus the Greene County
service area extension is small relative to the remeinder of SMGC, these citizens and
potentisl customears are asking for natural gas and SMGC now iz in the business of
providing this service in the area. The MPSC is thus requested to approve this
increments!, low risk addition to the overall SMGC system and make natural gas
aveilable to thess five communities plus farm tap customers in south-central Missour.
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SYGIEM DEMAND
Heaidential

Excluding Greene County, which is traversed by Tartan’s SGMC praoject only
to obtain a Springfield area gas supply, the five counties in which SMGC proposes to
sarve varlous communities have historical 1870 and 1980, as well as current 1830,
cenaus populations as given in Table | below. The column labeled "Assumed Growth
%" shown at below right is the trended growth percentage assumed by Tartan for

8ach county,

County 1970 1880

Wabster 15,562 20,414 23,763
Douglas - 5,288 11,5k 11,878
Howed 23.621 28,807 31,447

F

Total Wn 80,338 - 98,073 10&;3"53‘-

TABLE | .. COUNTY POPULATION & GROWTH TREND

The ten citles for which Tertan has franchises haverespeotive 1990 populstions
s given below, For purposes of this demand study, numbars ofhmehoidn In eech
of the cities were uniformiy astimated by dividing the city popuiation by the averags
number of regidants par housshold In the Stete of Missour! (approx, 2.4; per cenaus
eaxtrapoletion for sach yser 2,000). The following Table il summarizes the number
of housshokds by city with historical and current population for the Highway 60/63
project service ares:




’ .
':'

City 1870 Pon, 18980 Pop. 1990 Pop,  fhHoussholda’™
Mansfieid 1,066 1,423 1,429

Marshfield 2,961 3,871 4,374 1,822

Ava 2,604 2,761 2,938 1,224
Mountain Grove 3,377 3,974 4,182 1,742

Caboot : 1,848 2,090 2,008 836

Willow Springs 2,015 2,215 2,038 849

Waest Plains 8,893 7,741 8,913 3,714

Mountaln View 1,320 1,664 2,036 848
Houston 2,178 2,187 2,118 883

Licking 1002 1.272 1328 563
25,154 29,188 31,382 13,066
TABLE It -- CITY POPULATIONS AND ESTIMATED NUMBER OF HOUSEHOLDS

Informal golling of varlous of the above city governments iniate 1992 through
18493 yielded ampirical confirmation of the Table 1| approximation of housahatd
(rezidences) counts. The contirming counts were usually based on number of
sleotrioal utility services and/or water services with estimated adjustments for
multifermnily housing. The counts generally agreed within + /- 10% of these uniformly
caloiiated sstimates of number of households, with the above calculated numbers
typlosily being slightly consarvative, Exhibit F§-16 MISC. COMPARIBON DATA
summarizes various of the dats used in part for household count confirmation,

For a caioiiated estimate of the number of housaholds that would be naturet
ges customers in the franchised cities {i.e., convert to natural gas for heat and/or
other use), 8 consarvative industry aversge would be 70% of ail households to which
natuest gas is svaiable, Including 80 + % of all households which use propane or fus!
ol for hesting, within three years of the gas first becoming avalisble. The thres year
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timaframe assumeas a reasonable gas markeating effort by the locel distribution utility
with some subsidy of customer conversion costs (see Exhibit FS-18 CONVERSION
INCENTIVE PROGRAM SUMMARY for Tartan's proposed SMGC cenversion incentive
plan). Using the 70% conversion percentage, the astimated number of natural gas

cuatomers per franchised city after three years is given in Table Il balow.

|nitial Estimate Counted # of Estimated #

City of NG Customers  Propape Tenks*  Propane Tks.
Mansfieid 418 N/A 450 *es
Marshfield 1,275 N/A 1,250 *+¢
Ava 866 N/A 860 t**
Mountain Grove 1,219 N/A 1,200 *o¢
Caboo! 586 683 683
Willow Springs - 584 6595 696
Waest Plains 2,689 2,010 . 2,010
Mountain View 503 626 626
Houston 618 *+.800+ . 826
Licking a7 NIA 376 =+
9,142 4.514 - 8,664

TABLE Il -- ESTIMATED NG CUSTOMERS . VS, PROPANE TANK COUNT

: 'MMWMuhommmwMMMhmthhm

oven shiiw el ware the ausios of the Mighwy SIS prajest, only tvaninmpriiunaiie deoareund Sunteys Wiy sendutied I slies that
et Moarviiold

wory later addel 40 the micieus wrwvs. Mardfold b o utmwwhntmmmﬂv%u
mam\-mummmm w A and Movntain Ocavs tank Sentity 60 reughly sqbvilont to Villew

"MuMmmwmhmmmn:.nhm 10 v Inchoded euerenat il and eutelde
S2¢ Thiské are srimated propess bk 000e by svilegy with ssvrsied itben of sovpar dhie tank denwity

When estimating the sotions of a population, arbitrary use of typical "Industry”
percentages, such as the 70% conversion rate oited above, howaver valid these may
be eisawhers, sometimes can yleld very misteading resuits, To make the use of a

70% housshold conversion rate less arblirary, Tartan gought substantiation via
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multipte dato sources. First, where avaiiable, counts of existing propane tanks wore
raviewsd; glvan compstitive pricing, Tartan has high confidence that 80+ % of typlool
realdential propane users will convert to natural gas when it bacomes availstle.
Propane tank counts, where avallable, for the various franchised cities are listed
opposite the estimated housshold conversion rate in Table lil above.

It can ba seen from Table {ii that the estimated propane tank count, bassd
directly on counts or reasonably analogous estimates and with the high confidence
assumption of a relatively high propane uger conversion rate, plus any minimal
allowance for fuel oll, wood heat and other converslons, supports Tartan's 70%
estimate for household conversions. An exception might be {n the case of West
Plains.

Interface with Wast Plains city government. ravasiad that most _né,w- home
construotion there within the past 10 years hss been a|l-u;aotﬂc. thus further
substentiating both the relstively lower propane ténk count and the need for an
adjustment in Tartan's initial household conversion estimate (see footnote below). On
the besis of largely all-slectric home conatruction In recent years, the West Plains
sstimate of household conversions within the first thres years was reduced to 2,228
{l.e., 60% conversion rate) for purposes of this demand study.

T oomate:
The typivel i shaoirte Sorme jeende el s wall $0 gurrvarpion (4 natr il gon than &4 horvs hostod by propans o fel o, The
o gentdn hamne paversin preaas ls gemerally mers epivive, Wit pagjer equiprne

3 spolenie
e, Hhat 15 ¢ pigrifiaant St terriagt o Sush 90w 0 oorrrrsion will be made te naturel gos For 01 l0ort 8 part of hat harr's anvrgy nesds.
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. Additiona! support of the 70% household conversion rate anticipated by Tertan
was taken directly from the Novamber 2, 1893 franchise ratification votes in 7 cities
{summarized In Exhibit FS-16 MISC. COMPARISON DATA). Of 2,339 tota! votes
cest, 1,688 voted yes versus 761 no votes for a 87,.9% endorsement of natural gas
In the seven cities. This level of andorsemant came despite the vote being heid on &
day ot extromely inclament weather, with few ar no additional Issues on the various
city ballots, and despite & major, last minute, opposition publficity campalgn mountad
by loeal propane intarests,

In one specific instance, Tartan batleves that ratification of the Cabool franchise
{which sliowed the city the option of conatructing Its own natural gas distribution
system as desoribad elsawhare inthis study) wae successfully deflectedin the voter's
viewpoint from baing a ratification of natural gas becoeming avallable fn the city Into
8 vote on whether tha local cltizens wanted the city of Caboo! to bie In the natural gas
business. Caboo! was the only franchise not retified in the November 1883 election,
with 8 vote count of 166 yes versus 169 no. A second ratification vote is planned

in Csboo! in Fabruary 1864, to be preceded by better public educstion concerning the
m of natural gas end the nature of the franchise. Removing the Cabool rasults

from the November 1993 totel vote taily would yield 2,004 totef votes, with 1,422
yes and 882 no for & 71.0% netural gas endorsement.

As 8 third snalogous confirmation of Tanan’s anticipated conversion rates, the
mast recently converted city closest 10 the Tartan’s SMGC Highway 60/63 project
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wos scrutinized. in the City of St. James, Missouri, the September 1892 first
avaiiabiiity of natura) gas, the same distribution project manzgement firm {Utter and
Associates, Inc.} s that to be used by Tartan for SMGC, and a strong natura) gas
marketing effort have led to conversion rates of 62.5%, (1,300 total homes with 924
on propane; 7568 homes canvartad of a total 812 signed up through Dacamber 1993}
with 80+ % of propane homes converting, within the first 16 munths of gas
avaliability,

A fourth and final canflrmation was taken from a re‘vlgw of previous natural gas
teasibllity studies performed by third party consultents for various clties In Missauri
{inctuding some cities that will be part of Tartan's SMGC prolect), A total of six
studies ware reviewad; household conversion rate assumptions rangad from 50% to
78% in this group of atudies, with these sssumptions supported by a wide varlaty of
saurces, including direct sampling and/or polilng of the local populations, Tartan is
confident that its sassumption of a 70% household conversion rate in threa ysars for
the BMGC Highway 60/63 project is both valld and conservative.

Aversge demand {1.e., consumption of natural gas) per residential customer was
satimated using Missouri-specific data from the Natural Gas Annusl 1881 ("NGA
1891%; complied by the Enargy Information Administration, Office of Ol & Gas,
Reserves snd Natursl Gas Division, U.8. Dept. of Enargy, Weshington, D.C. 20586},
The five yesis of Missouri residential and commerclal consumption dats (sverage
annusl consumption per residsniial or commercial consumers) presented theraln are as

follaw in Table IV:




igaz 1488 00 1888 0290 10 0200 18

Resldaential 96 107 107 96 100

Cammerclal 802 662 832 566 537
{dnta given It MCF par coneuree MCF = Thewsad Cubk: Feat]

TABLE IV - MISSOURI RESIDENTIAL/COMMERCIAL CONSUMPTION HISTORY
For purposes of this demand study, Tartan elected to agsume an average annual
consumption par residential consumer {l.e,, household] of 160 MCF. A cenfirmation
reviaw using texthook values for average winter heat load (and annual other-use load)

per dagree day {using Springfiaid NOAA degraes day data} for the Springfield to West

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

and AGA Springfleld heating degree day deta used is that givan in Exhlbit FS-17
DEMAND FORECAST, page '3, Bactlon 6). Lastly, information from recent Laclede
Gas Company annual reports was réviewad to ellait comparison data for the St Louls
aren (8.g., in 1891, the average annual consumgption per rasldéntiai customer for
Laclede’s service araa during the pravious 10 yeers was 111 MCF), Tarten’s 100
MCF per residance sssumption ls bellsved both vaild and conservative.

Section 1 of Exhibit F§-17 DEMAND FORECAST gives residential demand.
forescssta by city for the first 10 yesrs of the SMGC project, This exhibit uses
resldentiat demand growth rates of 1,3% for each oity, These are based on historical
populetion trends (from Table I dsta; supported by trends as given In Tebls I} and
current forecasts of individual oity growth plus an silowance for continuad existing
home conversions to natural gas, This section shows conservative Years 3, 6 and
10 reqidentisl demend to be 890,200, 1,018,420 and 1,081,367 MCF per year, respactively.
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Commarcial

Commarclal demand was avaluated In two ways for purposes of this study.
Studias published by the American Gas Assoclation note commarcial demend on
avarage equaling approximately 38% of resldentlal demand. Applying this parcentage
to the Residential Demand totals of Section 1 of Exhlbit FS-17 DEMAND FORECAST
and ué!ng‘a somewhat more conservative aggregate commercial growth rate of 1 .0%;
per year {i.0., post-year-3; as a region versus an individual city basis), a forecast of
commarclal damand {or the same time perlod was producad, Thia toracastis inciudad
In Section 2 {1at calculetion) of Exhibit FS-17 DEMAND FORECAST.

Faced with the use of another "industry™ percentage, albeit a well supportad
one, to forecast commerclal demand, Tertan reviewed other Missourl-spacific
information included In the NGA 1981, Numbers of commarclal varsus res!dentis!
consumers for Missourl in tha years 1887 through 1891 were reviewad, as given In
Table V-a below, on a percentage basis, Total commercial consumptlon in Misgourl
versus total Missouri residential consumption, as a psrcantage for each of the years
1987 through 1891, were also reviewed, as glven in Table V-b following. As cen be
sean from Table V-b, the average commercial vs, reskiential consumption percentage
for Missourl during the 1937'-1991 timeframe was 50.4%, which is significantly
higher than the typlcat 38% average value published by the AGA. The product of this
Missourl-specific BO.4% cammercial vs, residantial consumption times the rasldential
comsumption {forecast for the SMAC Highway 60/63 project is given in Sactlon 2 {2nd
caicuistion) of Exhibit F8-17 DEMAND FORECAST,

-24-
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1287 1988 2 1889 92 19890 1899

Commarelal uioom 97 96 100 105 118
Rasldantial w0 1,181 1,195 1.209 1,213 1,211

% #Comm./#Res. 8.2% 8.0% 8.3% 8.7% 9.7%
TABLE V-a -- NUMBER OF COMMERCIAL AND RESIDENTIAL USERS
Commeralal o 68,208 63,839 63,038 58,367 63,191

Residential wwon 116,060 128,317 128,144 115,950 120,680
% #Comm./#Res, 50.2% 49.8% 48.8%  50.3% 52.4%

TABLE V-b -- MISSOURI COMMERCIAL V5, RESIDENTIAL CONSUMPTION

Tartan has sveraged the demands ganeratad by both the typlcal industry 38%
vaiue and the Missourl-specific 60.4% value to praduce for this feasibiiity study what
is beleved to be a very conservative forecast of future commerclal ges consumption
squaiing 44.2% of residantial gas consumption in Years 1 through 3, with 1% annual
grawth theresfter. Reviaw of the Missourl-specific percantage of commercial vs.
residentiel customers given in Table V-8 above versus the data shown in Exhibit FS-16
MISC. COMPARISON DATA gives further support far Tartan’s 44,2% foreoast. This
forecsst produces Yewr 3, & and 10 commercial demands of 437,748, 446,547 and
408,328 MCF per year, respectively.

fndustrial
Industrisl demand ganerally detlas broad percentage forecesting, since actual
use I3 highly depandent an Industry locetion, whether process ges Is involved and
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specific plant type (a plant can use pas in smounts ranging from minimal to enormous
depending on the type of product or manufacturing involved}. The svaliabliity of
Missouri-specific historlcal data for Iﬁdustrial va, rasidential natural gas consumgption,
howsaver, does provide & basls far a tentative beginning eatimate of industrial
cansumption for the: SMGC Highway 60/63 profect. Table VI balow gives Missour!
Industrial vs, residential consumption for the years 1987-1991, as weli as yearly
industriai/residential parcentages. An average Industrial consumption for Missouri as
a parcantage aof reskdentlal consumption éan be saen 10 be 45.1%., Saction 3 {1at
calcuiation] of Exhibit FS§-17 DEMAND FORECAST uses this Missourl-specific
peroantage angd consservative 1% annual post-year-3 growth to give e first estimate

for SMGC Highway 60/63 project industrial consumption,

mzmamamnlam

Industriel wiow 54,326 84,243 03,006 . 64636 67186
Residentiol piowy 116,050 128,317 120,344 118,080 120,680

% #ind./#Res, 48.8% A23%  41.8%  47.0% 47-.4%'

TABLE VI - MIBSOURI INDUSTRIAL V8, REGJDENHAL-CCNQQMPTION

Yo have s higher confidence estimete of Industrial consumption, direct
identification, survey or poiling of potentisl industrial custormners must be undertakan,
with due care teken not to classify larger commercial customers as being in the
industrisl category. To date, Tarten has identifisd high probabiiity industrial vasge

-26-
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slong the proposad SMGC system that totais 580,000 MCF per day at the end of yew
3. This derend is sprend betwesn at least five separate city locstions snd by no
mesans represents a complete poliing of atl potential industrial rate custorners for the
project,

Sectlon 3 {2nd emplrical detarmination) of Exhibit FS-17 DEMAND FORECAST
inciudes this ldentifled near-term Industrial demand. An annual growth rate of 1.0%
ls forecast by Tartan for this demand post-year 3. To ensure that the industrial
demand assumaed for this demand study I8 edequately conservative, the product of the
first Missourl-percentage-based industral demand calculation and the somewhat
higher result of the identifled Industrial demand were averaged to glve the industrial .
demand numbers shown in Saction 3 of Exhibit F5-17 DEMAND FORECAST.

Pask Demand Assasamens

Detign and sizing of the SMGC trunk plipeline snd dlmihmioﬁ-’s?atéﬁﬁ lﬁ'—thj
various cities require that peek losding fi.e., the maximum hourly and delly rete of gas-

- consumption) ba considered as well as the average dally amounts of gas consumption,

Section 4 of Exhibit FS-17 DEMAND FORECAST meo Includes Tarten's forecasts of
residential sessons! peak foading due to varying heat losds, plus normal non-hesting
eds and routine load fector fuctuation between average end peak dally commerciat
{varying heat and business hour loads) and Industriai (varying produotion processes,
haat loads snd opersting hours) demand ratas, Using Taftan management expariance,
the American Gas Assoclation {AGA) Gas Enginear’s Handbook (1st Ed., 1965, 8th
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The preliminary SMGC manpower budget also is given in Table VIi. Detsiled
plans will continue to be developed up to and during the construction process
concerning the timing of staffing decisions and, In some cases, whethar to contract
out or provide in-house service capabliity(s). Aiso influencing SMGC's final employee
organization and O&M budget will be the decisions by the Individual cities concerning

whether t¢ own and operate municipa!l distribution systems or to allow Tartan to

provide gas distribution via franchise. These prellminery estimates, however, do

provide for the tlexibility to make certaln that adequate response parsonne! are

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

CONVERSION INCENTIVE PROGRAM

The 8MGC inveatment In Its proposed five county service area will generate
acceptable returna for the Investors only If sufficlent customears use natural gas.
Tortan axpescts that the malority of system customars will be those that connect to
the systam within the flrst two years of gas availabliity, To foster a rapid bulidup of
customers, SMGC will provide natural gas service connections and appliance
coniversions at no cost 1o the customer during the first 24 months after natural gss
sarvice Decomes availlable in a gommuinity, Additionally, in-house plping will be testad
and revitelized snd, in some ceses, appilances modifisd or upgraded {et-cost) as
nesded, 10 ensure ssfe natural gas sarvice In the most convenient manner for the
cutomer. A cost-neutral appliance purchase plan slso will be avallable for those

customers needing or wishing to purchase new gas appilances,
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Exnibit £5-18 INCENTIVE PROGRAM SUMMARY gives additional detsiis of
Tartan’s SMGC conversion incentive program. The average cost of the proposed
convarsion incantive program subsidies inciuded in the distelbution system cost
estimates is approximataly $200 perresidence. The at-cost or cost-nautral features
of the converslion incantive program will entail some minor administrative burden and
expanse which will be absorbed routinely within Tartan's agGounting and
administrative structure.

The capital investment requirad to provide the above discussed programs is
proposed to be Included In the rate hase of the SMGC system. All customars will
beanefit from this program and all customers will pay for the service over ths iife of the
systami. This program provides confidenca to the Investor that there will be sufficlant
customors using the system near-term to justify the substantial risk of capital requirad
1o bring firat time natura! gas service 1o the reglon.

Incluslon of this program Is a corner stone to the approach that will allow a
significant arsa of Missouri 10 anjoy the benefits of naturel gas and make the project

risks accoptable to the Investor,

ECONOMIC ANALYSIS

The dsvelopment of economic projections is the tylng together of the varlous
study data into yaarly revenue and axpense stataments, The total Investmant of tha

system, the operation ¢costs projected for the system, and the total demand for naturaj
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GA-2009-0264

BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the matter of the application of Missouri Gas
Utility, Inc., for a certificate of convenience and
necessity authorizing it fo construct, install, own,
operate, control, manage and maintain a natural
gas transmission line and a distribution system to
provide gas service in Pettis and Benton Counties,
Missouri, as a new certificated area.

Case No.

R S T SR T e

APPLICATION

COMES NOW Missouri Gas Utility, Inc. (MGU or Applicant), by and through its
counsel, and as its Application pursuant to §393.170, RSMo (2000), 4 CSR 240-2.060 and 4
CSR 240-3.205, for a certificate of convenience and necessity for a gas transmission line and a
service area, respectfully states as follows:

1. Applicant is Missouri Gas Utility, Inc. MGU’s principal office is located at 7810
Shaffer Parkway, Suite 120, Littleton, CO 80127,

2. MGU is a corporation duly incorporated under the laws of the State of Colorado.
A copy of a cettificate from the Missouri Secretary of State that MGU is authorized to do
business in Missouri as a foreign corporation was submitted in Case No, GA-2007-0421 and is
incorporated by reference in accordance with Commission Rule 4 CSR 240-2.060(1)(G). Other
than cases that have been docketed at the Commission, MGU has no pending action or final
unsatistied judgments or decisions against it from any state or federal agency or court within the
past three (3) years that involve customer service or rates. MGU has no annual report or
assessment fees that are overdue.

3. MGU conducts the business of a “gas corporation” and provides natural gas
service in the Missouri counties of Harrison, Daviess and Caldwell, subject to the jurisdiction of

the Missouri Public Service Commission (Commission),

1 Schedule 1
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4. All correspondence, communications, notices, orders and decisions of the
Commission with respect to this matter should be sent to the undersigned counsel and:

Tim Johnston, P.E.

Executive Vice President and Chief Operating Officer
Missouri Gas Utility, Inc.

7810 Shaffer Parkway, Suite 120

Littleton, CO 80127

Telephone:  (800) 927-0787

Facsimile: (303) 979-7892

Email: Hohoston@SummitUtilitiesIne.net
SUMMARY
5. MGU proposes to install a natural gas distribution system to provide natural gas

sales and transportation service in Green Ridge, Cole Camp, Lincoln and Warsaw, all of which

th

are 4" Class cities located in Pettis and Benton Counties. Green Ridge is located in parts of

Sections 1, 2, 11, and 12 in Township 44 N, Range 23 W, and Sections 6 and 7 of Township
44N, Range 22W, all in Pettis County. Cole Camp is located in parts of Sections 25, 26, 27, 34,
35 and 36 in Township 43 N, Range 21 W, all in Benton County. Lincoln is located in parts of
Sections 22, 23, 26, 27, 26, 34 and 35 in Township 42 N, Range 22 W, all in Benton County.
Warsaw is located in parts of Sections 8, 9, 15, 16, 17, 20 and 21 in Township 40 N, Range 22
W, all in Benton County. This is an area where MGU currently does not hold a certificate for
natural gas service from the Commission,
LINE CERTIFICATE

0. MGU will utilize an 8” HDPE line to serve these communities. This line will
begin at a tap on the Southern Star Central Pipeline transmission line in Section 35, Township 46
North, Range 23 West, The first segment of the line will then proceed south within the right-of-

way of Thomas Road for a distance of 1.3 miles, then east within the right-of-way of Highway Y
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for a distance of 0.95 miles, then south within the right-of-way of Highway 127 for one mile.
This first segment will have no taps or customers served, and for this first segment MGU is
requesting a line certificate only. This line will not cross any other natural gas lines or railroad
tracks, however, MGU assumes that the line will cross residential electric and telephone lines,
for which locates will be obtained through the Missouri One-Call program at the time of
construction.

AREA CERTIFICATE

7. From the south end of this first segment, at the intersection of the nozth line of
Section 13, Township 45N, Range 23W and Highway 127, the 8” main line will continue south
along Highway 127 one mile, then east one mile, then south nine miles to Highway 52, then east
along Highway 52 for 3 and one-half miles, then south along Highway ZZ eleven and one-half
miles into the city of Lincoln, where Highway ZZ intersects Hwy 65. The main line then will
continue south along Highway 65 for a further nine miles to end at the city of Warsaw. Cole
Camp will be served by a 4” HDPE line that will come off the 8” mainline and run east along
county roads and Highway 52 to the city.

8. For its entire length, the main 8” HDPE line will lay along Section lines and half-
section lines. For the area south of the first segment of the mainline, as described above, MGU
requests an order from the Commission granting it a certificate of convenience and necessity
(CCN) in the sections immediately on both sides of the line where the it lays along a section line,
and in the section through which the line lays and the sections on either side of that section
where the line fays along a half-section line. In the areas around the cities, MGU requests that
the Commission grant a CCN in the sections within which the towns lie and those sections

contiguous to these sections. In addition, Appendix A shows several areas along the route of the
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mainiine and east of the city of Warsaw that are requested because MGU has determined that
either potential commercial or residential customers exist within these sections in sufficient
quaniity to justify building and operating a line to provide service. MGU stands ready, if
necessary, to serve any potential customers in these sections, under the terms of its Main
Extension tariff, as set forth on Sheets 72 — 76.

9. The legal description of the area to be certificated in Pettis County is as follows:

Sections 13, 14, 23, 24, 25, 36 in Township 45 North, Range 23 West

Sections 18, 19, 30, 31 in Township 45 North, Range 22 West

Sections 1, 2, 11, 12, 13, 24, 25, 36 in Township 44 North, Range 23 West

Sections 6, 7, 18, 19, 30, 31, 32, 33, 34, 35, 36 in Township 44 North, Range 22 West

Sections 31, 32, 33 in Township 44 North, Range 21 West

Sections 1, 2, 11, 12, 13, 14 in Township 43 North, Range 23 West

Sections {, 2,3,4,5,6,7,8,9, 10, 11 in Township 43 North, Range 22 West
The legal description of the area to be certificated in Benton County is as follows:

Sections 4, 5, 6 in Township 43 North, Range 21 West

Sections 13, 14 in Township 43 North, Range 23 West

Sections 14, 15, 16, 17, 18, 21, 22, 23, 25, 26, 27, 28, 33, 34, 35, 36 in

Township 43 North, Range 22 West

Sections 25, 26, 27, 28, 29, 30, 31, 32, 33, 34, 35, 36 in

Township 43 North, Range 21 West

Sections 2, 3, 4,9, 10, 11, 14, 15, 106, 21, 22, 23, 26, 27, 28, 33, 34, 35 in

Township 42 North, Range 22 West

Section 36 in Township 41 North, Range 23 West
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Sections 2, 3,4, 9, 10, 11, 14, 15, 16,21, 22, 23, 26, 27, 28, 31, 32, 33, 34, 35, 36 in

Township 41 North, Range 22 West

Sections 31, 32, 33, 34 in Township 41 North, Range 21 West

Sections I, 12, 13, 24 in Township 40 North, Range 23 West

Sections 1, 2, 3,4,5,6,7,8,9, 10, L1, 12, 14, 15, 16, 17, 18, 19, 20, 21, 22, 23, 26, 27,

28 in Township 40 North, Range 22 West

Sections 3, 4, 5, 6,7, 8,9, 10 in Township 40 North, Range 21 West

PROJECT INFORMATION

10.  The proposed line certificate route and proposed service area are shown on the

map attached hereto as Appendix A.

Il.  Attached hereto and marked as Appendix B is a feasibility study containing a

description of the plans and specifications for the project, to include the estimated cost of

construction and an estimate of the number of customers, revenues and expenses during the first

three years of operations. This feasibility study also includes the following rates that MGU

intends to charge in this new CCN area:

Rate Description

GS Class Customer Charge

GS Class Commodity Charge
CS Class Customer Charge

CS Class Commodity Charge
LVS Class Customer Charge
LVS Class Commodity Charge

TS Class Customer Charge

Rate
$15.00/month
$0.550/CCF
$30.00/month
$0.600/CCF
$100.00/month
$0.600/CCF

$200.00/month
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TS Class Commodity Charge ' $0.600/CCF

12.  MQGU intends to finance this project by issuing indebtedness, as evidenced by a
mortgage and security agreement that will secure said indebtedness. MGU will seek
Commission approval for this financing through a separate application. It is MGU’s intent to file
that application with the Commission by Feb 15, 2009,

13.  Construction methods will follow MGU’s customary standards and the rules of
the Commission. MGU plans to use the general terms and conditions of service found in MGU’s
currently approved tariffs, as supplemented by the rates described above.,

14, Attached hereto and marked as Appendix C is a list of ten persons who reside, or
own land, within the proposed service area.

15, MGU has not yet begun to seek commitments from potential customers in the
cities or rural areas contained within the CCN requested in this filing. However, MGU does
intend to begin these activities by February 1, 2009. Such commitments would be clearly
conditioned upon MGU’s receipt of the requested certificates.

16.  Applicant has obtained franchises from the Cities of Green Ridge, Cole Camp,
Lincoln and Warsaw. Copies of those franchises are attached hereto as Appendix D. Applicant
will not require any other franchises or permits from municipalities, counties, or other authorities
in connection with the proposed construction other than the usual and customary state highway,
railroad and county road permits, which will be obtained prior to construction,

7. The service area in which MGU is seeking to be certificated hereby is already
developed. Service from a natural gas supplier is not available in the proposed service area at the

present time.! MGU has the ability to provide service in this area by construction of new

: The Empire Distriet Gas Company holds a certificate for Section 35, the location of the Southern Star

Central Pipeline tap, and it is MGU’s belief that Empire scrves some number of farm taps in that Section. However,
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facilities and MGU believes that potential new customers should be afforded the opportunity to
take service from MGU if they so desire. These facts support a finding that a grant of this
application is required by the public convenience and necessity.

WHEREFORE, Applicant requests an order from the Commission granting it a certificate
of convenience and necessity to construct, install, own, operate, control, manage, and maintain a
gas transmission line and a distribution system for the provision of natural gas service to the
public pursuant to the proposed rates, and approved rules and regulations, in the Sections listed
above in Petlis ahd Benton Counties, in the State of Missouri.

Respectfully subinitted,

LAy

Dean L. Cooper MBE #36592
BRYDON, SWEARENGEN & ENGLAND P.C.
312 East Capitol Avenue

P.O. Box 456

Jefferson City, Missouri 65102-0456

Telephone:  (573) 635-7166

Facsimile: (573) 635-3847

Email: Dcooper@brydonlaw.com

Attorneys for Missouri Gas Utility, Inc.

as stated above, MGU sceks only a line certificate in that section.
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CERTIFICATE OF SERVICE

The undersigned certifies that a true and correct copy of the foregoing document was sent
by electronic mail to the following counsel this 14" day of January, 2009:

Office of the General Counsel Office of the Public Counsel
Missouri Public Service Commission Governor State Office Building
Governor State Office Building Jefferson City, Missouri 65101

Jefterson City, Missouri 65101

Ly

Dean L. Cooper
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VERIFICATION

STATE OF COLORADO )
Jss
COUNTY OF Jefferson )

I, Timothy R. Johnston, state that I am the Execcutive Vice President of Missouri Gas
Utility, Inc. (MGUJ); that I have read the above and foregoing document; that the statements
contained therein are {rue and correct to the best of my information, knowledge and belief, and,
that T amn authorized to make this statement on behalf of MGU.

=

Subscribed and sworn to before me this 14th day of January, 2009.
JEANETIE BINKLEY Jeanete Binkley, Notary Public
Notary Publle
State of Colorado

A HransSlon éprwo '/ i ,23 |

1
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GA-2010-0189

BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the matter of the application of Missouri Gas
Utility, Inc., for a certificate of convenience and
necessity authorizing it to construct, install, own,
operate, control, manage and maintain a natural
gas transmission line and a distribution system to
provide gas service in Greene, Polk and Dallas
Counties, Missouri, as a new certificated area.

Case No.

R g g g

APPLICATION

COMES NOW Missouri Gas Utility, Inc. (MGU or Applicant), by and through its
counsel, and as its Application pursuant to §393.170, RSMo (2000), 4 CSR 240-2.060 and 4
CSR 240-3.205, for a certificate of convenience and necessity for a gas transmission line and a
service area, respectfully states as follows:

1. Applicant is Missourt Gas Utility, Inc. MGU’s principal office is located at 7810
Shaffer Parkway, Suite 120, Littleton, CO 80127,

2. MGU is a corporation duly incorporated under the laws of the State of Colorado.
A copy of a certificate from the Missouri Secretary of State that MGU is authorized to do
business in Missouri as a foreign corporation was submitted in Case No. GA-2007-0421 and is
incorporated by reference in accordance with Commission Rule 4 CSR 240-2.060(1)(G). Other
than cases that have been docketed at the Commission, MGU has no pending action or final
unsatisfied judgments or decisions against it from any state or federal agency or court within the
past three (3) years that involve customer service or rates, MGU has no annual report or
assessment fees that are overdue.

3. MGU conducts the business of a “gas corporation” and provides natural gas
service in the Missouri counties of Harrison, Daviess, Caldwell, Benton and Pettis subject to the

jurisdiction of the Missouri Public Service Commission (Commission).
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4, All correspondence, communications, notices, orders and decisions of the
Commission with respect to this matter should be sent to the undersigned counsel and:

Tim Johnston, P.E.

Executive Vice President and Chief Operating Officer
Missouri Gas Utility, Inc.

7810 Shaffer Parkway, Suite 120

Littleton, CO 80127

Telephone:  (800) 927-0787

Facsimile:  (303) 979-7892

Ematl: tjohnston@SummitUtilitiesIne.net
SUMMARY
5. MGU proposes to install a natural gas distribution system to provide natural gas

sales and transportation service in Bolivar and Buffalo, which are 4™ Class cities located in Polk
and Dallas Counties. Bolivar is located in parts of Sections 1, 2, 3, 4, 10, 11, 12, 13, 14 and 15
in Township 33N, Range 23W, and Sections 6 and 7 of Township 33N, Range 22W, all in Polk
County, Buffalo is located in parts of Sections 22, 23, 24, 25, 26, 27, 34 and 35 in Township
34N, Range 20W, all in Dallas County. Service will also be provided along Hwy 13 south of
Bolivar along the mainline route and between Bolivar and Buffalo along Hwy 32, including
areas as shown on Appendix A, This is an area where MGU currently does not hold a certificate
for natural gas service from the Commission. MGU does not intend to begin construction on this
system until March 2011. The required gas transportation capacity on the Southern Star Central
Gas Pipeline transmission line to be accessed will not be available until the summer of 2011.
LINE CERTIFICATE

6. MGU will utilize a 6” steel main pipeline to serve these communities. This line

will begin at a tap on the Southern Star Central Pipeline transmission line in Section 23,

Township 28 North, Range 23 West. The first segment of the line will proceed east within the
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right-of-way of Farm Road 178 for a distance of 0.25 miles, then north within the right-of-way of
Farm Road 107 for a distance of 2.2 miles, then continue north in private right-of-way for 0.75
miles. The line will continue north within the right-of-way of Rose Drive for 1.2 miiles, then
continue north in private right-of-way for 1.8 miles. The line will continue north within the
right-of-way of N. Kaylor Drive for 2.1 miles, then turn west within the right-of-way of W. State
Hwy EE for 0.4 miles. The line then turns north within the right-of-way of County Road 103 for
a distance of 2.4 miles, then turns east within the right-of-way of County Road 94 for 1.25 miles.
The line then turns north within the right-of-way of Ross Road for a distance of 1.25 miles, then
again turns east for a distance of 0.5 miles within the right-of-way of W. Farm Road 82, then
north again within the right-of-way of Farm Road 117 for 1.0 mile. The line then proceeds cast
and north within the right-of-way of W. State Hwy O for a distance of 2.8 miles to the
intersection of Hwy O and Hwy 13. The line then follows the east side of Hwy 13, within the
right-of-way, for a distance of 3.8 miles, to a point where it enters the area for which MGU is
requesting a CCN in this Case. This first segment will have no taps or customers served, and for
this first segment MGU is requesting a line certificate only. This line wiil cross natural gas
distribution lines operated by the City of Springfield Municipal Utilities and by Missouri Gas
Energy. [t will also cross two sets of railroad tracks operated by Burlington Northern Santa Fe.
MGU also assumes that the line will cross residential electric and telephone lines, for which
locates will be obtained through the Missouri One-Call program at the time of construction.

7. Missouri Gas Energy holds a certificate for Section 23, Township 28 North,
Range 23 West (the location of the Southern Star Central Pipeline tap) and also for various other

sections along the first segment of the proposed MGU mainline.
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AREA CERTIFICATE

8. From the north end of this first segment, at the intersection of the south line of
Section 27, Township 31N, Range 22W and Highway 13, the 6” main line will continue north
along Highway 13 for 12 miles, then east 0.5 miles, then north four miles to Highway 32.
Bolivar will be served by a 6” HDPE line and a 4” HDPE line originating at this point and
proceeding west, south and north to form a loop around the central part of the town. Buffalo will
be served by a 6” HDPE line that will proceed east along Hwy 32 and various County Roads for
a distance of 16 miles, terminating in a 4” HDPE loop around the central business district of that
town.

9, For the area north of the first segment of the mainline, as described above, MGU
requests an order from the Commission granting it a certificate of convenience and necessity
(CCN) in areas shown in Appendix A. MGU stands ready, if necessary, to serve any potential
customers in these sections, under the terms of its Main Extension tarifT, as set forth on Sheets 72
- 76.

10.  The legal description of the area to be certificated in Greene County is as follows:

Greene County

Township Range Sections
31 North 22 West 15-17, 20-22, and 27-29

The legal description of the area to be certificated in Dallas County is as follows:

Dallas County
Township Range Sections
33 North 20 West 2-10, and 15-21%
34 North 20 West 22-36
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The legal description of the area to be certificated in Polk County is as follows:

Polk County

Township Range Sections

31 North 21 West 4-6

31 North 22 West 1-5, 8-10

32 North 21 West 19, 20, and 29-33

32 North 22 West 4-10, 15-30, and 32-36
32 North 23 West 22-27

33 North 21 West 1-14, 23, 24*

33 North 22 West 1-12, 15-21, and 28-33
33 North 23 West 1-5, 8-17, 22-27, 35, 36
34 North 21 West 25,33-36

34 North 22 West 31

34 North 23 West 32-36

PROJECT INFORMATION

11.  The proposed line certificate route and proposed service area are shown on the

map attached hereto as Appendix A.

12, Attached hereto and marked as Appendix B is a feasibility study containing a

description of the plans and specifications for the project, to include the estimated cost of

construction and an estimate of the number of customers, revenues and expenses during the first

three years of operations. This feasibility study also includes the following rates that MGU

intends fo charge in this new CCN area:
Rate Description
GS Class Customer Charge
GS Class Commodity Charge
CS Class Customer Charge
CS Class Commodity Charge
LVS Class Customer Charge

LVS Class Commodity Charge

Rate
$15.00/month
$0.550/CCF
$30.00/month
$0.600/CCF
$100.00/month

$0.600/CCF
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TS Class Customer Charge $200.00/month

TS Class Commodity Charge $0.600/CCF
These are the same rates as charged within the remainder of the MGU South Service Area, of
which this new area will become a part.

13.  MGU intends to finance this project by issuing indebtedness, as evidenced by a
mortgage and security agreement that will secure said indebtedness. MGU will seek
Commission approval for this financing through a separate application. It is MGU’s intent to file
that application with the Commission by April 15, 2010.

14.  Construction methods will follow MGU’s customary standards and the rules of
the Commission. MGU plans to use the general terms and conditions of service found in MGU’s
currently approved tariffs, as supplemented by the rates described above.

15.  Attached hereto and marked as Appendix C is a list of at least ten persons who
reside, or own land, within the proposed service area.

16.  MGU has not yet begun to seek commitments from potential customers in the
cities or rural areas contained within the CCN requested in this filing. However, MGU does
intend to begin these activities by June 1, 2010. Such commitments would be clearly
conditioned upon MGU’s receipt of the requested certificates.

17.  Applicant has obtained franchises from the Cities of Bolivar and Buffalo. Copies
of those franchises are attached hereto as Appendix D. If MGU determines that additional
franchises are nccessary or desirous in regard to this project, it will supplement its filing at a later
date in accordance with Commission Rule CSR 240-3-205(2). Applicant will not require any

other franchises or perimits from municipalities, counties, or other authoritics in connection with
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the proposed construction other than the usual and customary state highway, railroad and county
road permits, which will be obtained prior to construction.

18. The area in which MGU is seeking to be certificated hereby is already developed.
Service from a natural gas supplier is not available in this area at the present time. MGU has the
ability to provide service in this area by construction of new facilities and MGU believes that
potential new customers should be afforded the opportunity to take service from MGU if they so
desire. These facts support a finding that a grant of this application is required by the public
convenience and necessity.

WHEREFORE, Applicant requests an order from the Commission granting it a certificate
of convenience and necessity to construct, install, own, operate, control, manage, and maintain a
gas transmission line and a distribution system for the provision of natural gas service to the
public pursuant to the proposed rates, and approved rules and regulations, in the Sections listed
above in Greene, Polk and Dallas Counties, in the State of Missouri.

Respectfully submitted,

LA

Dean L. Cooper MBE #36592
BRYDON, SWEARENGEN & ENGLAND P.C.
312 East Capitol Avenue

P.O. Box 456

Jefferson City, Missouri 65102-0456

Telephone:  (573) 635-7166

Facsimile: (573) 635-3847

Email: Dcooper@brydonlaw.com

Attorneys for Missouri Gas Utility, Inc.
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CERTIFICATE OF SERVICE

The undersigned certifies that a true and correct copy of the foregoing document was sent
by electronic mail to the following counsel this 22" day of December, 2009:

Office of the General Counsel Office of the Public Counsel
Missouri Public Service Commission Governor State Office Building
Governor State Office Building Jefferson City, Missouri 65101

Jefferson City, Missouri 65101

LAy

Dean L. Cooper
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VERIFICATION

STATE OF COLORADO )
JEL]
COUNTY OF Jefferson }

I, Timothy R. Johnston, staic that T am the Executive Vice President of Missouri Gas
Utility, Inc. (MGU); that I have read the above and foregoing document; that the statements
contained therein are true and correct to the best of my information, knowledge and belief; and,
that I am authorized to make this statement on behalf of MGU.

e R Lt

Subscribed and sworn to before me this 18th day of December, 2009,

e AR TTE BINKLEY Jeanétte Binkley, Notary Publi
JEANETIE BINKLEY ¢ ey, Notary Public
Notary Pubilic
Slate of Colorado

L B ¢ BN P WAL ey
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GA-2010-0289

BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the matter of the application of Missouri Gas
Utility, Inc., for a certificate of convenience and
necessity authorizing it to construct, instail, own,
operate, control, manage and maintain a natural
gas distribution system to provide gas service in
Pettis and Benton Counties, Missouri, as a new
certificated area.

Case No.

R N A S N

APPLICATION

COMES NOW Missouri Gas Utility, Inc. (“MGU” or “Applicant”), by and through its
counsel, and as its Application pursuant to §393.170, RSMo (2000), 4 CSR 240-2.060 and 4
CSR 240-3.205, for a certificate of convenience and necessity (“CCN™) for a gas transmission
line and a service area, respectfully states as follows:

L. Applicant is Missouri Gas Utility, Inc. MGU’s principal office is located at 7810
Shaffer Parkway, Suite 120, Littleton, CO 80127.

2. MGU is a corporation duly incorporated under the laws of the State of Colorado.
A copy of a certificate from the Missouri Secretary of State that MGU is authorized to do
business in Missouri as a foreign corporation was submitted in Case No, GA-2007-0421 and is
incorporated by reference in accordance with Commission Rule 4 CSR 240-2.060(1)(G). Other
than cases that have been docketed at the Commission, MGU has no pending action or final

“unsatisfied judgments or decisions against it from any state or federal agency or court within the
past three (3) years that involve customer service or rates. MGU has no annual report or
assessment fees that are overdue.

3. MGU conducts the business of a “gas corporation” and provides natural gas
service in the Missouri counties of Harrison, Daviess and Caldwell, Pettis, and Benton, subject to

the jurisdiction of the Missouri Public Service Commission ("Cominission™).
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4, All correspondence, communications, notices, orders and decisions of the
Commission with respect to this matter should be sent to the undersigned counsel and:

Tim Johnston, P.E.

Executive Vice President and Chief Operating Officer

Missouri Gas Utility, Inc.

7810 Shaffer Parkway, Suite 120

Littleton, CO 80127

Telephone:  (800) 927-0787

Facsimile: (303) 979-7892

Email: tjohnstongaSummitUtilitieslnc.com
and

Michelle A. Moorman

Manager of Regulatory Affairs

7810 Shaffer Parkway, Suite 120

Littleton, CO 80127

Telephone: (800} 927-0787

Facsimile: (303) 979-7892

Email: mmoorman@eSummitUtilitiesIne.com
SUMMARY
5. MGU proposes to install a natural gas distribution system to provide natural gas

sales and fransportation service in Pettis and Benton Counties. MGU is requesting approval of
installations at several locations, including; 1) Sections 29-32 of Township 40 N, Range 22 W, 2)
Sections 4-8, 18 of Township 42 N, Range 21 W, 3) Sections 1, 5, 8 in Township 42 N, Range
22 W, 4) Sections 18, 19, 30 in Township 43 N, Range 20 W, 5) Section 7-9, 13-24 in Township
43 N, Range 21 W, 6) Sections 12, 13, 20, 24, 29, 32 in Township 43 N, Range 22 W, all in
Benton County. Sections 3-5, 8-10, 15-17, 20-22, 27-29 in Township 44 N, Range 22 W, and
Sections 29, 32 in Township 45 N, Range 22 W are located in Pettis County. This is an area
where MGU currently does not hold a certificate for natural gas service from the Commission.

AREA CERTIFICATE
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6. All sections identified in this filing will be served by 4” HDPE or 2” HDPE taps
off of existing MGU lines within the certificate approved in Case No. GA-2009-0264. The lines
in all sections folow utility right-of-ways or county or MODOT roads. No other easements are
necessary at this time.

7. For the areas described above, MGU requests an order from the Commission
granting it a certificate of convenience and necessity in the sections immediately on both sides of
the line where it lays along a section line, and in the section through which the line lays.
Appendix A shows several sections along the route of the mainline that are requested in order to
maintain a contiguous service territory and because MGU has determined that potential
commercial or residential customers exist within these sections in sufficient quantity to justify
building and operating a line to provide service. MGU stands ready, if necessary, to serve any
potential customers in these sections, under the terms of its Main Extension tariff, as set forth on
Sheets 72 — 76. In addition, MGU already has a certificate from the Commission to currently
serve arcas adjacent to all requested areas in both Pettis and Benton Counties, as shown in
Appendix A.

8. The legal description of the area to be certificated in Pettis County is as follows:

Sections 3-5, 8-10, 15-17, 20-22, 27-29 in Township 44 N, Range 22 W

Sections 29, 32 in Township 45 N, Range 22 W

The legal description of the area to be certificated in Benton County is as follows:

Sections 29-32 in Township 40 N, Range 22 W

Sections 4-8, 18 of Township 42 N, Range 21 W

Sections 1, 5, 8 in Township 42 N, Range 22 W,

Sections 18, 19, 30 in Township 43 N, Range 20 W,
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Section 7-9, 13-24 in Township 43 N, Range 21 W
Sections 12, 13, 20, 24, 29, 32 in Township 43 N, Range 22 W,
PROJECT INFORMATION

9. 'The proposed service area is shown (identified as “Filing 17’} on the map attached
hereto as Appendix A.”

10.  Attached hereto and marked as Appendix B is a feasibility study containing a
description of the plans and specifications for the project, to mclude the estimated cost of
construction and an estimate of the number of customers, revenues and expenses during the first

three years of operations, The rates for the proposed sections will be those approved in Docket

No. GA-2009-0264 and are as follows:

Rate Description ' Rate

GS Class Customer Charge $15.00/month

GS Class Commodity Charge $0.550/CCF

CS Class Customer Charge $30.00/month

CS Class Commodity Charge $0.600/CCF

1.VS Class Customer Charge $100.00/month

L.VS Class Commodity Charge $0.600/CCF

TS Class Customer Charge $200.00/month

TS Class Commodity Charge $0.600/CCF

Il MGU intends to finance this project by issuing indebtedness, as evidenced by a

mortgage and security agreement that will secure said indebtedness, and MGU will seck
Commission approval for this financing through a separate application. It is MGU’s intent to file

that application with the Commission by May 15, 2010.
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12. Construction methods will follow MGU’s customary standards and the rules of
the Commission. MGU plans to use the general terms and conditions of service found in MGU’s
currently approved tariffs, as supplemented by the rates described above.

13. Attached hereto and marked as Appendix C is a list of ten persons who reside, or
own land, within the proposed service area.

14, MGU has begun sceking commitments from potential customers in the areas
contained within the CCN requested in this filing. Such commitments are clearly conditioned
upon MGU’s receipt of the requested certificates.

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

16.  The area in which MGU is seeking to be certificated hereby is already developed.
Service from a natural gas supplier is not available in this area at the present time. MGU has the
ability to provide service in this area by construction of new facilitiecs and MGU believes that
potential new customers should be afforded the opportunity to take service from MGU if they so
desire. These facts support a finding that a grant of this application is required by the public
convenience and necessity.

WHEREFORE, Applicant requests an order from the Commission granting it a certificate
of convenience and necessity to construct, install, own, operate, control, manage, and maintain a
gas transmission line and a distribution system for the provision of natural gas service to the
public pursuant to the proposed rates, and approved rules and regulations, in the Sections listed

above in Pettis and Benton Counties, in the State of Missouri.
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Respeetfully submitted,

LA

Dean L. Cooper MBE #36592
BRYDON, SWEARENGEN & ENGLAND P.C.
312 East Capitol Avenue

P.O. Box 456

Jefferson City, Missouri 65102-0456

Telephone:  (573) 635-7166

Facsimile: (573) 635-3847

Email: Dcooper@brydonlaw.com

Attorneys for Missouri Gas Utility, Inc.

CERTIFICATE OF SERVICE

The undersigned certifies that a true and correct copy of the foregoing document was scnt
by electronic mail to the following counsel this 19" day of April, 2010:

Office of the General Counsel Office of the Public Counsel
Missouri Public Service Commission Governor State Office Building
Governor State Office Building Jefferson City, Missouri 65101

Jefferson City, Missouri 65101

Ly
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VERIFICATION

STATE OF COLORADO )
)ss
COUNTY OF Jefferson )

I, Timothy R. Johnston, state that { am the Executive Vice President of Missouri Gas
Utility, Inc. (MGUY); that I have read the above and foregoing decument; that the statements
contained therein are true and correct to the best of my information, knowledge and belief; and,
that | am authorized to make this statement on behalf of MGU.

Subscribed and sworn to before me this 18th day Oyril, 2010.

Haathei Keps- B
B e Heather Ross, Notary Public
HEATHER ROSS
NOTARY PUBLIC
STATE OF COLORADO
PP A

WA i
My Commiasion Explres 01/22/2011
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GA-2010-0290

BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the matter of the application of Missouri Gas
Utility, Inc., for a certificate of convenience and
necessity authorizing it to construct, install, own,
operate, control, manage and maintain a natural
gas distribution system to provide gas service in
Pettis and Benton Counties, Missouri, as a new
certificated area,

Case No.

S N e saet’ et gt e’

APPLICATION

COMES NOW Missouri Gas Utility, Inc. (“MGU” or “Applicant™), by and through its
counsel, and as its Application pursuant fo §393.170, RSMo (2000), 4 CSR 240-2.060 and 4
CSR 240-3.205, for a cettificate of convenience and necessity (“CCN”) for a gas transmission
line and a service area, respectfully states as follows:

1. Applicant is Missouri Gas Utility, Inc. MGU’s principal office is located at 7810
Shaffer Parkway, Suite 120, Littleton, CO 80127.

2, MGU is a corporation duly incorporated under the laws of the State of Colorado.
A copy of a certificate from the Missouri Secretary of State that MGU is authorized to do
business in Missouri as a foreign corporation was submitted in Case No. GA-2007-0421 and is
incorporated by reference in accordance with Commission Rule 4 CSR 240-2.060(1)(G). Other
than cases that have been docketed at the Commission, MGU has no pending action or final
unsatistied judgments or decisions against it from any state or federal agency or court within the
past three (3) years that involve customer service or rates. MGU has no annual repott or
assessment fees that are overdue.

3. MGU conducts the business of a “gas corporation” and provides natural gas
service in the Missouri counties of Harrison, Daviess and Caldwell, Pettis, and Benton, subject to

the jurisdiction of the Missouri Public Service Commission ("Commission”).

Schedute 1
Warsaw NP




4, All correspondence, communications, notices, orders and decisions of the
Commission with respect to this matter should be sent to the undersigned counset and:

Tim Johnston, P.E.

Executive Vice President and Chief Operating Officer

Missouri Gas Utility, Inc.

7810 Shaffer Parkway, Suite 120

Littleton, CO 80127

Telephone:  (800) 927-0787

Facsimile: (303) 979-7892

Email: tjohnston@eSummitUtilitiesIne.com
and

Michelle A. Moorman

Manager of Regulatory Affairs

7810 Shatfer Parkway, Suite 120

Littleton, CO 80127

Telephone:  (800) 927-0787

Facsimile: (303) 979-7892

Email: mimoormaneSummitUtiliticsInc.com
SUMMARY
5. MGU proposes to install a natural gas distribution system to provide natural gas

sales and transportation service in Pettis and Benton Counties. Two sites were selected; the first
includes Sections 26, 27, 33-35 in Township 44 N, Range 23 W in Pettis County and Section 3,
4, and the eastern half of Section 5 in Township 43 N, Range 23 W in Benton County. This is an
area where MGU currently does not hold a certificate for natural gas service from the
Commission,
AREA CERTIFICATE

6. All sections identified in this filing will be served by 4” HDPE or 2” HDPE taps
off of existing MGU lines within the certificate approved in Docket No. GA-2009-0264. The
lines in all sections follow utility right-of-ways or county or MODOT roads. No other easements

are necessary at this time.
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7. For the areas described above, MGU requests an order from the Commission
granting it a certificate of convenience and necessity in the sections immediately on both sides of
the line where it lays along a section line, and in the section through which the line lays.
Appendix A shows several sections along the route of the mainline that are requested in order to
maintain a contiguous service territory and because MGU has determined that potential
commercial or residential customers exist within these sections in sufficient quantity to justify
building and operating a line to provide service. MGU stands ready, if necessary, to serve any
potential customers in these sections, under the terms of its Main Extension tariff, as set forth on
Sheets 72 — 76. In addition, MGU already has a certificate from the Commission to currently
serve areas adjacent to all requested areas in both Pettis and Benton Counties, as shown in
Appendix A.

8. The legal description of the area to be certificated in Pettis County is as follows:

Sections 26, 27, 33-35 in Township 44 N, Range 23 W
The legal description of the area to be certificated in Benton County is as follows:

Section 3, 4, and the eastern half of Section 5 in Township 43 N, Range 23 W

PROJECT INFORMATION

9. The proposed service area is shown (identified as “Filing 2) on the map attached
hereto as Appendix A.

10, Attached hereto and marked as Appendix B is a feasibility study containing a
description of the plans and specifications for the project, to include the estimated cost of
construction and an estimate of the number of customers, revenues and expenses during the first
three years of operations. The rates for the proposed sections will be those approved in Docket

No. GA-2009-0264 and are as follows:
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Rate Description Rate

GS Class Customer Charge $15.00/month
GS Class Commodity Charge $0.550/CCF
CS Class Customer Charge $30.00/month
CS Class Commodity Charge $0.600/CCF
LVS Class Customer Charge $100.00/month
LVS Class Commodity Charge $0.600/CCF
TS Class Customer Charge $200.00/month
TS Class Commodity Charge $0.600/CCF

11.  MGU intends to finance this project by issuing indebtedness, as cvidenced by a
mortgage and security agreement that will secure said indebtedness, and MGU will seek
Commission approval for this financing through a separate application. It is MGU’s intent to file
that application with the Commission by May 15, 2010.

12.  Construction methods will follow MGU’s customary standards and the rules of
the Commission, MGU plans to use the general terms and conditions of service found in MGU’s
currently approved tariffs, as supplemented by the rates described above.

13.  Attached hereto and marked as Appendix C is a list of ten persons who reside, or
own land, within the proposed service arca.

14, MGU has begun secking commitments from potential customers in the arcas
contained within the CCN requested in this filing. Such commitments arc clearly conditioned
upon MGU’s receipt of the requested certificates.

15. The Applicant will not require any additional franchises or permits from

municipalities, counties, or other authorities in connection with the proposed construction for this
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filing other than the usual and custemary state highway, railroad and county road permits, which
will be obtained prior to construction.

16.  The area in which MGU is seeking to be certificated hereby is already developed.
Service from a natural gas supplier is not available in this area at the present time. MGU has the
ability to provide service in this area by construction of new facilities and MGU believes that
potential new customers should be afforded the opportunity to take service from MGU if they so
desire. These facts support a finding that a grant of this application is required by the public
convenience and necessity.

WHEREFORE, Applicant requests an order from the Commission granting it a certificate
of convenience and necessity to construct, install, own, operate, control, manage, and mainfain a
gas transmission line and a distribution system for the provision of natural gas service to the
public pursuant to the proposed rates, and approved rules and regulations, in the Sections listed

above in Pettis and Benton Counties, in the State of Missouni.

Respectfully submitted,

LA

Dean L. Cooper MBE #36592
BRYDON, SWEARENGEN & ENGLAND P.C.
312 East Capitol Avenue

P.O. Box 456

Jefferson City, Missouri 65102-0456

Telephone:  (573) 635-7166

Facsimile: (573) 635-3847

Email: Dcooper@brydontaw.com

Attorneys for Missouri Gas Utility, Inc.
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CERTIFICATE OF SERVICE

The undersigned certifies that a true and correct copy of the foregoing document was sent
by electronic mail to the following counsel this 19" day of April, 2010:

Office of the General Counsel Office of the Public Counsel
Missouri Public Service Commission Governor State Office Building
Governor State Office Building Jefferson City, Missourt 65101

Jefferson City, Missouri 65101

LA
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VERIFICATION

STATE OF COLORADO )
)ss
COUNTY OF Jefferson )

1, Timothy R. Johnston, statc that I am the Executive Vice President of Missouri Gas
Utility, Inc. (MGU); that [ have read the above and foregoing document; that the statements
contained therein are true and correct to the best of my information, knowledge and belief; and,
that I am authorized to make this statement on behalf of MGU.

Z //‘“"/
&
Subscribed and sworn to before me this [8th day of April, 2010.
f%fm s
P e d Hea@er Ross, Notary Public
HEATHER ROSS
NOTARY PUBLIC
STATE OF COLORADO

¢momwmo
My Commission Expires 01/22/2011
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GA-2010-0291

BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the matter of the application of Missouri Gas
Utility, Inc., for a certificate of convenience and
necessity authorizing it to construct, install, own,
operate, control, manage and maintain a natural
gas distribution system to provide gas service in
Pettis County, Missouri, as a new certificated
area.

Case No.

S Ve Nt e’ Saer Nt Nt

APPLICATION

COMES NOW Missouri Gas Utility, Inc. (“MGU” or “Applicant™), by and through its
counsel, and as its Application pursuant to §393.170, RSMo (2000), 4 CSR 240-2.060 and 4
CSR 240-3.205, for a certificate of convenience and necessity (“CCN”) for a gas transmission
line and a service area, respectfully states as follows:

1. Applicant is Missouri Gas Utility, Inc. MGU’s principal office is located at 7810
Shaffer Parkway, Suite 120, Littleton, CO 80127.

2. MGU is a corporation duly incorporated under the laws of the State of Colorado.
A copy of a certificate from the Missouri Secretary of State that MGU is authorized to do
business in Missouri as a foreign corporation was submitted in Case No. GA-2007-0421 and is
incorporated by reference in accordance with Commission Rule 4 CSR 240-2.060(1)(G). Other
than cases that have been docketed at the Commission, MGU has no pending action or final
unsatisfied judgments or decisions against it from any state or federal agency or court within the
past three (3) years that involve customer service or rates. MGU has no annual report or
assessment fees that are overdue.

3. MGU conducts the business of a “gas corporation” and provides natural gas
service in the Missouri counties of Harrison, Daviess and Caldwell, Pettis, and Benton, subject to

the jurisdiction of the Missouri Public Service Commission ("Commission™).
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4, All correspondence, communications, notices, orders and decisions of the
Commission with respect to this matter should be sent to the undersigned counsel and:

Tim Johnston, P.E.

Executive Vice President and Chief Operating Ofﬁcel

Missouri Gas Utility, Inc.

7810 Shafter Parkway, Suite 120

Littleton, CO 80127

Telephone:  (800) 927-0787

Facsimile: (303) 979-7892

Email; tiohnston@E@SummitUtilitiesine.com
and

Michelle A. Moorman

Manager of Regulatory Affairs

7810 Shaffer Parkway, Suite 120

Littleton, CO 80127

Telephone:  (800) 927-0787

Facsimile: (303) 979-7892

Email: mmoormangSummitUtiliticsInc.com
SUMMARY
5. MGU proposes to install a natural gas distribution system to provide natural gas

sales and transportation service in Pettis County. The site is located in Sections 15-17, 20-22 in
township 45 N, Range 22 W. This is an area where MGU currently does not hold a certificate
for natural gas service from the Commission.
AREA CERTIFICATE

6. All sections identified in this filing will be served by 4” HDPE or 2 HDPE taps
off of existing MGU lines within the certificate approved in Docket No. GA-2009-0264. The
lines in all sections follow utility right-of-ways or county or MODOT roads. No other easements
are necessary at this time.

7. For the areas described above, MGU requests an order from the Commission

granfing it a certificate of convenience and necessity in the sections immediately on both sides of
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the line where it lays along a section line, and in the section through which the line {ays.
Appendix A shows several sections along the route of the mainline that are requested in order to
maintain a contiguous service territory and because MGU has determined that potential
commercial or residential customers exist within these sections in sufficient quantity to justify
building and operating a line to provide service. MGU stands ready, if necessary, to serve any
potential customers in these sections, under the terms of its Main Extension tariff, as set forth on
Sheets 72 — 76, In addition, MGU already has a certificate from the Commission to currently
serve areas adjacent to all requested areas in Pettis County, as shown in Appendix A.

8. The legal description of the area to be certificated in Pettis County is as follows:

Sections 15-17, 20-22 in township 45 N, Range 22 W

PROJECT INFORMATION

9. The proposed service area is shown identified as “Filing 3) on the map attached
hereto as Appendix A.

10.  Attached hereto and marked as Appendix B is a feasibility study containing a
description of the plans and specifications for the project, to include the estimated cost of
construction and an estimate of the number of customers, revenues and expenses during the first
three years of operations. The rates for the proposed sections will be those approved in Docket

No. GA-2009-0264 and are as follows:

Rate Description Rate

GS Class Customer Charge $15.00/month

GS Class Commodity Charge $0.550/CCF

CS Class Customer Charge $30.00/month

CS Class Commodity Charge $0.600/CCF
3
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LVS Class Customer Charge $100.00/month

LVS Class Commodity Charge $0.600/CCF
TS Class Customer Charge $200.00/month
TS Class Commodity Charge $0.600/CCF

11.  MGU intends to finance this project by issuing indebtedness, as evidenced by a
mortgage and security agreement that will secure said indebtedness, and MGU will seek
Commission approval for this financing through a separate application. It is MGU’s intent to file
that application with the Commission by May 15, 2010.

[2.  Construction methods will follow MGU’S customary standards and the rules of
the Commission. MGU plans to use the general terms and conditions of service found in MGU’s
currently approved tariffs, as supplemented by the rates described above.

13.  Attached hereto and marked as Appendix C is a list of ten persons who reside, or
own land, within the proposed service area.

14, MGU has begun seeking commitments from potential customers in the arcas
contained within the CCN requested in this filing. Such commitments are clearly conditioned
upon MGU’s receipt of the requested certificates.

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

16.  The area in which MGU is sceking to be certificated hereby is already developed.
Service from a natural gas supplier is not available in this area at the present time. MGU has the

ability to provide service in this area by construction of new facilitiecs and MGU believes that
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potential new customers should be afforded the opportunity to take service from MGU if they so
desire. These facts support a finding that a grant of this application is required by the public
convenience and necessity.

WHEREFORE, Applicant requesis an order from the Commisston granting it a certificate
of convenience and necessity to construct, install, own, operate, control, manage, and maintain a
gas transmission line and a distribution system for the provision of natural gas service to the
public pursuant to the proposed rates, and approved rules and regulations, in the Sections listed
above in Pettis and Benton Counties, in the State of Missouri.

Respectfully submitted,

oy

Dean L. Cooper MBE #36592
BRYDON, SWEARENGEN & ENGLAND P.C.
312 East Capitol Avenue

P.O. Box 456

Jefferson City, Missouri 65102-0456

Telephone:  (573) 635-7166

Facsimile: (573) 635-3847

Email; Deooper@brydonlaw.com

Attorneys for Missouri Gas Utility, Inc.
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CERTIFICATE OF SERVICE

The undersigned certifies that a true and correct copy of the foregoing document was sent
by electronic mail to the following counsel this 19" day of April, 2010:

Office of the General Counsel Office of the Public Counsel
Missouri Public Service Commission Governor State Office Building
Governor State Office Building Jefferson City, Missouri 65101

Jefferson City, Missouri 65101

LA
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YERIFICATION

STATE OF COLORADO )
88
COUNTY OF Jefferson )

I, Timothy R. Johnston, state that | am the Executive Vice President of Missouri Gas
Utility, Ine. {MGU); that I have read the above and foregoing document; that the statements
contained therein are true and correct to the best of my information, knowledge and belief; and,
that I am authorized to make this statement on behalf of MGU.

Subscribed and swormn to before me this 18th day 07&1, 2010.

 Heathes (Keps
P tes Heatfier Ross, Notary Public
HEATHER ROSS
NOTARY PUBLIC
STATE OF COLORADO

WWW
My Commiasion Expires pr/2a2o
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Feasibility Study has been
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GA-2012-0044

BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the matter of the application of Missouri Gas
Utility, Inc., for a certificate of convenience and
necessity authorizing it to construct, install, own,
operate, control, manage and maintain a natural
gas transmission line and a distribution system to
provide gas service in Benton County, Missouri
as a new certificated area.

File No.

R g g e

APPLICATION

COMES NOW Missouri Gas Utility, Inc. (“MGU” or “Applicant”), by and through its
counsel, and as its Application pursuant to §393.170, RSMo (2000), 4 CSR 240-2.060 and 4
CSR 240-3.205, for a certificate of convenience and necessity (“CCN™) for a gas transmission
line and a service area, respectfully states as follows:

1. Applicant is Missouri Gas Utility, Inc. MGU’s principal office is located at 7810
Shaffer Parkway, Suite 120, Littleton, CO 80127,

2. MGU is a corporation duly incorporated under the laws of the State of Colorado.
A copy of a certificate from the Missouri Secretary of State that MGU is authorized to do
business in Missouri as a foreign corporation was submitted in Case No, GA-2007-0421 and is
incorporated by reference in accordance with Commission Rule 4 CSR 240-2.060(1)(G). Other
than cases that have been docketed at the Commission, MGU has no pending action or final
unsatisfied judgments or decisions against it from any state or federal agency or court within the
past three (3) years that involve customer service or rates. MGU has no annual report or
assessment fees that are overdue.

3. MGU conducts the business of a “gas corporation” and provides natural gas
service in the Missouri counties of Harrison, Daviess and Caldwell, Pettis, and Benton, subject to

the jurisdiction of the Missouri Public Service Commission ("Commission”).
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4. All correspondence, communications, notices, orders and decisions of the

Commnission with respect to this matter should be sent to the undersigned counsel and:

Michelle A. Moorman

Manager of Regulatory Affairs

7810 Shaffer Parkway, Suite 120

Littleton, CO 80127

Telephone:  (800) 927-0787

Facsimile: (303) 979-7892

Email; mmoorman@SummitUtilitiesinc.com
and

Tim Johnston, P.E.

Executive Vice President and Chief Operating Officer

Missouri Gas Utility, Inc.

7810 Shaffer Parkway, Suite 120

Littleton, CO 80127

Telephone:  (800) 927-0787

Facsimile: (303) 979-7892

Email: tjolnston@eSummitUtilitiesInc.com
SUMMARY
5. MGU proposes to install a natural gas distribution system to provide natural gas

sales and transportation service in Benton County. MGU is requesting approval of installations
in four (4) sections -- Sections 4, 8-10, in Township 41 North, Range 21 West, all in Benton
County. This is an area surrounded by existing MGU service territory, where MGU currently

holds a certificate for natural gas service from the Commission.

AREA CERTIFICATE
6. The sections identified in this filing will be served by 2” and 4” HDPE. The
Company intends to build an 8.5 mile mainline to connect a chicken farm as well as additional
customers along the length of the new mainline. The majority of the new pipe will be in existing

territory, however the ideal route for construction crosses the aforementioned section 4. Sections
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8,9, and 10 will allow for natural expansion through the area as the Company continues to reach
out to rural customers. The new mainline through this section follows utility right-of-ways,
county roads or state highways. No other easements are necessary at this time,

7. For the area described above, MGU requests an order from the Commission
granting it a certificate of convenience and necessity. MGU already has a certificate from the
Commission to serve areas adjacent to the requested area, as shown in Appendix A. MGU
stands ready, if necessary, to serve any additional potential customers in this section, under the
terms of its Main Extension tariff, as set forth on Sheets 72 — 76

8. The legal description of the area to be certificated in Benton County is as follows:

Sections 4, 8-10, in Township 41 N, Range 21 W

PROJECT INFORMATION

9. The proposed service area is shown on the map attached hereto as Appendix A.

10.  Attached hereto and marked as Appendix B is a feasibility study containing a
description of the plans and specifications for the project, to include the estimated cost of
construction and an estimate of the number of customers, revenues and expenses during the first
three years of operations. The rates for the proposed sections will be those currently approved
and in effect for service provided in MGU’s Southern Service Area.

11.  MGU intends to finance this project though existing funds and indebtedness.

12. Construction methods will follow MGU’s customary standards and the rules of
the Commission. MGU plans to use the general terms and conditions of service found in MGU’s
currently approved tariffs, as supplemented by the rates described above.

13.  Attached hereto and marked as Appendix C is a list of ten persons who reside, or

own land, within the proposed service area.
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14, The Applicant will not require any additional franchises or permits from
municipalities, counties, or other authorities in connection with the proposed construction for this
filing other than the usual and customary state highway, railroad and county road permits, which
will be obtained prior to construction.

15.  The area in which MGU is seeking to be certificated hereby is already developed.
Service from a natural gas supplier is not available in this area at the present time. MGU has the
ability to provide service in this area by construction of new facilities and MGU believes that
potential new customers should be afforded the opportunity to take service from MGU if they so
desire. These facts support a finding that a grant of this application is required by the public
convenience and necessity.

WHEREFORE, Applicant requests an order from the Commission granting it a certificate
of convenience and necessity to construct, install, own, operate, control, manage, and maintain a
gas transmission line and a distribution system for the provision of natural gas service to the
public pursuant to the proposed rates, and approved rules and regulations, in the Sections listed
above in Benton County, in the State of Missouri.

Respectfully submitted,

LA

Pean L. Cooper MBE #36592
BRYDON, SWEARENGEN & ENGLAND P.C.
312 East Capitol Avenue

P.O. Box 456

Jefferson City, Missouri 65102-0456

Telephone:  (573) 635-7166

Facsimile:  (573) 635-3847

Email: Dcooper@brydonlaw.com

ATTORNEYS FOR
MISSOURI GAS UTILITY, INC.
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CERTIFICATE OF SERVICE

The undersigned certifies that a true and correct copy of the foregoing document was sent
by electronic mail to the following counsel this 9™ day of August, 2011:

Ecra Shemwell Mare Poston

Missouri Public Service Commission  Governor’s Office Building
Governor’s Office Building 200 Madison Street

Jefferson City, Missouri 65102 Jefferson City, Missouri 65102
lera.shemwell@opse.mo.gov lewis.nills@aded.mo.gov
gencounselpsc.mo.gov opeservice@@ded.mo.gov

LAy
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VERIFICATION

State of Colorado )
} 58

County of Jefferson )

I, Timothy R. Johnston, having been duly sworn upon my oath, state that T am Exccutive
Vice President and Chief Operating Officer of Missouri Gag Utility, Inc,, and that [ have
knowledge of the matters stated herein, and that the matters and thingg stated in the foregoing
Application and appendices thereto are true and correct to the best of my information, knowledge

and belief.
Py

Subscribed and sworn hefore me this O\Hl day of _&%‘L, 2011.

JEANETIE BINKLEY Xt Touek Moy e
Notary Public Jeankste Binkley, Notary Public

State of Colerado
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GA-2013-0404

BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the matter of the application of Summit
Natural Gas of Missouri, Inc., for a certificate of
convenience and necessity authorizing it to
construct, install, own, operate, control, manage
and maintain a naturalgas distribution system to
provide gas service in Pettis County and Benton
County, Missouri as a new certificated area.

Case No.

R T S g

APPLICATION

COMES NOW Summit Natural Gas of Missouri, Inc, (“SNG” or “Applicant™), by and
through its counsel, and as its Application pursuant to §393.170, RSMo (2000), 4 CSR 240-
2.060 and 4 CSR 240-3.205, for a certificate of convenience and necessity (“CCN”} for a natural
gas distribution system and a service area, respectfully states as follows:

THE APPLICANT

1. SNG is a wholly owned subsidiary of Summit Utilities, Inc., and is a corporation
duly incorporated under the laws of the State of Colorado with its principal offices located at
7810 Shaffer Parkway, Suite 120, Littleton, Colorado 80127. A copy of a certificate from the
Missouri Secretary of State that SNG is authorized to do business in Missouri as a foreign
corporation was submitted in Case No. GA-2012-0285 and is incorporated by reference in
accordance with Commission Rule 4 CSR 240-2.060(1)(G). Other than cases that have been
docketed at the Commission, SNG has no pending action or final unsatisfied judgments or
decisions against it from any state or federal agency or court within the past three (3) years that
involve customer service or rates. SNG has no annual report or assessment fees that are overdue.

2. SNG conducts business as a “gas corporation” and a “public utility” as those
terms are defined at § 386.020 RSMo and provides natural gas service in the Missouri counties
of Harrison, Daviess, Caldwell, Pettis, Benton, Morgan, Camden, Miller, Dallas, Greene, Polk,

1
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Webster, Laclede, Wright, Douglas, Texas, Howell, Stone, and Taney subject to the jurisdiction

of the Commission as provided by law.

All correspondence, communications, nofices, orders and decisions of the

Commission with respect to this matter should be sent to the undersigned counsel and:

and

Martha Wankum

Missouri Regulatory Manager

Summit Natural Gas of Missouri, Inc.

312 East Capitol Avenue

Jefferson City, MO 65101

Telephone: 573-635-9150

Facsimile: 573-635-8285

Cell: 573-317-7863

Email: nnwankum@summitutilitiesing. cony

Michelle A. Moorman

Director of Regulatory Affairs

Suminit Natural Gas of Missouri, Inc,

7810 Shaffer Parkway, Suite 120

Littleton, CO 80127

Telephone: 720-981-2127

Facsimile: 720-981-2129

Cell: 303-478-0329

Email: mmoormang2summitutilitiesine.com

SUMMARY

SNG proposes to install a natural gas distribution system to provide natural gas

sales and transportation service in Pettis and Benton County. SNG is requesting approval of

instatlations in thirteen (13) sections -- Sections W %2 5, 8-10 in Township 43 North, Range 23

West, in Pettis County and Sections 15, 16, 17, 20, 21, 28, 29, 32, 33 in Township 43 North,

Range 23 West in Benton County. This is an area adjacent to existing SNG service territory,

where SNG currently holds a certificate for natural gas service from the Commission.
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AREA CERTIFICATE

5. The sections identified in this filing will be served by 2” and 4” HDPE. The
Company intends to build a 4.4 mile mainline to connect to a chicken farm as well as additional
customers along the length of the new mainline. SNG will be connecting onto existing 4” HDPE
at Elm Branch and Swisher Road and going South into the aforementioned sections of new
territory. The new mainline through this section follows utility right-of-ways, county roads or
state highways. No other easements are necessary at this time.

0. For the area described above, SNG requests an order from the Commission
granting it a certificate of convenience and necessity. SNG already has a certificate from the
Commission to serve areas adjacent to the requested area, as shown in Appendix A. SNG stands
ready, if necessary, to serve any additional potential customers in this section, under the terms of
its Main Extension tariff, as set forth on Sheets 72 — 76

7. The legal description of the area to be certificated in Pettis County is as follows:
Sections W !4 5, 8-10 in Township 43 N, Range 23 W

8. The legal description of the area to certificated in Benton County is as follows:

Sections 15, 16, 17, 20, 21, 28, 29, 32 and 33 in Township 43 N, Range 23 W

PROJECT INFORMATION
9. The proposed service area is shown on the map attached hereto as Appendix A.
10.  Attached hereto and marked as Highly Confidential Appendix B is a feasibility
study containing a description of the plans and specifications for the project, to include the
estimated cost of construction and an estimate of the number of customers, revenues and
expenses during the first three years of operations. The rates for the proposed sections will be

those currently approved and in effect for service provided in SNG’s Southern Service Area.
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Il.  SNG intends to finance this project though existing funds and indebtedness.

12. Construction methods will follow SNG’s customary standards and the rules of the
Commission. SNG plans to use the general terms and conditions of service found in SNG’s
currently approved tariffs, as supplemented by the rates described above.

13.  Attached hereto and marked as Appendix C is a list of ten persons who reside, or
own land, within the proposed service area.

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

15.  The area in which SNG is seeking to be certificated hereby is already developed.
Service from a natural gas supplier is not available in this area at the present time. SNG has the
ability to provide service in this area by construction of new facilitics and SNG believes that
potential new customers should be afforded the opportunity to take service from SNG if they so
desire. These facts support a finding that a grant of this application is required by the public
convenience and necessity.

WHEREFORE, Applicant requests an order from the Commission granting it a certificate
of convenience and necessity to construct, install, own, operate, control, manage, and maintain a
gas distribution system for the provision of natural gas service to the public pursuant to the

proposed rates, and approved rules and regulations, in the Sections listed above in Pettis and
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Benton Counties, in the State of Missouri.

Respectfully submitted,

Ly -

Dean L. Cooper MBE #36592
BRYDON, SWEARENGEN & ENGLAND P.C.
312 East Capitol Avenue

P.O. Box 456

Jefferson City, Missouri 65102-0456

Telephone:  (573) 635-7166
Facsimile: (573) 635-3847
Email: Dcooper@brydonlaw.com

ATTORNEYS FOR SUMMIT NATURAL GAS
OF MISSOURI, INC.

CERTIFICATE OF SERVICE

The undersigned certifies that a true and correct copy of the foregoing document was sent

Robert Berlin

Office of the General Counsel
Missouri Public Service Commission
Governor State Office Building
Jefferson City, Missouri 65101
Bob.berliniopsc.mo.gov

by electronic mail to the following counsel this 27" day of February, 2013:

Marc Poston

Office of the Public Counsel
Governor State Office Building
Jefferson City, Missouri 65101
mare.postonded.mo.gov

L/,
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Office of the Public Counsel

Data Request
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Summit Natural Gas of Missouri, Inc.-Investor(Gas)
GR-2014-0086

411772014

Dean Cooper

Maic Poston

The Direct Testimony of Mr. James Anderson stales at
Page 22 that additional risks to common equily investors
are created by "a reduction in the competitiveness of the
ulility’s total gas cost compared to all other alternative
fuels.” Please provide ail facts and decuments relied upon
by Mr. Anderson to support his conclusion that the
competitiveness of the Company's total gas cost is reduced
as compared to all other ajternative fuels.

51712014
Public

Matural gas supplied by SNG competes directly wilth propane in al of its
sewvice areas. The communities in the Company's service areas have
not erected the same regulatory barriers to the delivery of propane as
exist in many metropalitan area.

At December 31, 2013, SNG's rates for natural gas {including natural
gas commedity costs) in equivalent values fo propane prices by district
were:

Gallatin District: Gas Monthly Chr.
GS Class $0.804 $15.00
CS Class $0.856 $24.53
LVS Class $0.858 $81.77
Warsaw District:
GS Class $1.003 $15.00
CS Glass $1.049 $30.00
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LVS Class $1.049 . $100.00

Lake District; Gas Monihiy Chr,

GS Class $1.367 $15.00

CS Class $1.413 $30.00

LV Class $1.413 $100.00
Branson District:

GS Class $1.039 $10.00

Optional GS ~ $1.257 -0-

CS Class $1.036 $15.00

Optional G5 $1.254 -0-

LGS Class $1.006 $50.00
Rogersville District:

GS Class $0.947 $10.00

Optional GS  $1.166 -0-

GS Class $0.945 $15.00

Optional G5 $1.163 -0-

LGS Class $0.915 $50.00

LVS Class $0.915 $300.00

Although the Lake of the Ozarks is not parl of {his rate case, it best
demonstrates the competiveness of propane to the Company’s natural
gas prices hecause any adjustiment in rates in the other dislricls as a
result of this rate case could produce rates similar to the Lake District,

At the Lake District, when propane prices approach $1.40 a gallon,
conversion to natural gas slows down or discontinues altogether.

Dave Moody, the president of SNG, has experienced the following:
“Typlcally, when we arrive in a new expansion area, propane prices
drop. The Lake District was no exception; however, the price lypically
drops 20-30 cents overall, and the Lake Districl prices dropped nearly 40
cents. in the Spring of 2012, a good cash average price for the Lake and
most of Missouri was in the range of $1.40 a galfon. in the Gallatin
Disirict, the price was slightly less. Many propane companies were
offering a pre-buy price to the average homeowner of $1.29 a galion. At
the time, the Galfalin GS tariff rate for an equivalent amount of nalural
gas was $1.25. Adding the customer charge and franchise fees made
the Company's rate higher than propane.

The Lake Ozark Bistrict did lose a few commercial load potenlials, For
bxample, Speedline Technologies at 1629 Old Route 5, Camdenton,
received a bid for $1.01 a gallon and would not consider swilching to
natural gas. Woodland Scenics in Linn Creek also received a price
$1.24 a gallon for propane. Woodland needed 7 nafural gas melers, and
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seme meters were small encugh that we could not discount the rate in
the GS rale class.

Currently, the propane pre-buy price is $1.89, but many consumers are
not signing up for natural gas because they think the price of propane will

go lower.”

Response Provided by:  James M. Anderson and Dave Moody
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tne
No
§ Gataia.
2 GS- residantial
3 GS-commarcial
4 cs
5 Lvs
] IS5
7 s
8
b
10 GS-residental
11 GS-commercial
2 Cs
13 Lws
H 18
5
18 Rogsii
7 GS-residential
18  GS- residenital - optional
i3 GS-commercial
20 GS-commescial - optional
21 1GS
22 ivs
23 T8{noled)
24
25
26 GS-rosidential
27 GS - residentital « oplionsl
28 3S-commardal
29 GS-commercial - options]
% 16s
M Lvs
32 13 (atted)
33

Sumimit Natural Gas of Missouri, Inc.

MPSG Case No GR-2014 - 0086

Pro forma Revenues

Lustemer Chargo Ravenus

Commodity Charge Rovenua

Monibly  Annvat . Chargo Annual
Charge Biils Annual perCof Voiume Mcf Annual
Nots § Nole 2 Revedus Note 1 Nete 3 Revanue
§ 1500 15232 § 228480  $ 04442 84715 5 376,697
15.00 2,298 34470 0.4449 10,560 87,022
24,53 600 14,718 0.5027 38,695 191,504
BLIT i2 981 0.5027 20,926 105,195
204.42 - - 0.4415 - -
204,42 60 12,265 0.5027 32,102 181,377
18,202 5 290,014 185398 § 921995
$ 1500 10,024 § 150,360  $ 0.5500 47.680 % 262,240
15.00 2,39 34,985 0.5500 20,500 113,278
3060 420 12,600 0.6000 32,673 196,038
100.00 288 28,6800 0.6000 88,724 532,344
200.00 - - 0.6000 - “
13063 § 236,725 189,673 § 1,103,800
$ 10.00 56620 § 568200 § 04860 293657 §  1,368.442
- 53,826 - 0.7060 226,008 1,695,618
15.00 12,574 188,610 0.4630 216,626 1,002,074
- 4272 - 0.703¢ 29,047 204,200
50.00 804 40,260 0.4300 123,300 530,190
300.00 96 28,600 0.4180 122,403 511,645
300.00 360 108,000 3.6900 744,482 2,747,139
128,822 § 933 Bi0 b AIb56925 & 7860905
$ 1000 4378 & 43780 S0.56880 22,127 § 125,239
- 1,356 - 0.8060 3,764 30,338
15.00 2,076 31,140 0.5630 49,397 278,105
- 398 . 0.8030 2519 20,228
50.00 1392 89,800 0.6300 135,147 716,278
300.00 - - ¢.5180 - -
300.00 B84 25,200 A,7150 206,232 281814
9682 5 169720 421,186 §  2.152002

Nbatas:  {1) charges laken from current tadfl.
{2) annual bifis caleulated on shaped customer eounl study for 9-30.13,
(3} annual relai salas voluma laken from base excess study for 9-30-13, modified to M, weather nommabized.

{ransportation revenuvas laken from Transparlation Study.
{4} MMBts rate in the 1anff converted lo MCF rate to reftect volumas shoven,

MOS Model 8-30-2013 TOP 12-17-2013.xsX

pro forma revenus
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Schedule TDP-1

Exhibit 1
Summit Natural Gas of Missouri, Inc.
MPSC Case No GR-2014 - 0086
Revenue Excess (Deficiency)

Proforma Revenue Revised

Line Service Revenue Excess Deficiency Revised Revenue
No Division Revenue Requirement {Deficiency) ' Reduction Deficiency Requirement
1 Gallatin $ 1,212,907 $ 1,857,230 $ (444,323) $ (444323) § 1,857,230
2 Warsaw 1,330,625 2,910,186 {1,579,561) 820,369 (758,892) 2,089,317
3 Rogersville . 78,894,015 13,893,750 999.735) E(499973B) 13,893,750
4 Branson 2,321,722 8,091,025 (5,769,303) 4,499,912 (1,269,383) 3,581,106
5 $ 13.780.270 $§ 26.852.191 $ (12.792.921) $ 5.320.788 § (7.472,133) _§ 21.231.403

MOS Model 8-30-2013 TDP 12-17-2013.xisx Revenue Excess (Deficiency) Sum 121872013
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Exhibit No.:
Issue: Merger
Witness: Michael P. Earnest
Exhibif Type: Direct
Sponsoring Parly: Missouri Gas Ultility, Inc.
File No.: GM-2011-0354
Date: April 27, 2011

BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOUR!

DIRECT TESTIMONY OF MICHAEL P. EARNEST

ON
BEHALF OF

MISSOURI GAS UTILITY, INC.

APRIL 27, 2011
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DIRECT TESTIMONY
MICHAEL P. EARNEST
MISSOURI GAS UTILITY, INC.
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DIRECT TESTIMONY
MICHAEL P. EARNEST
MISSOURI GAS UTILITY, INC.

. INTRODUCTION AND QUALIFICATION

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is Michael P. Earnest, my business address is 7810 Shaffer Parkway,
Suite 120, Littleton, CO 80127.

BY WHOM ARE YOU EMPLOYED AND IN WHAT POSITION?

| am employed by Summit Utilities, Inc., ("Summit’) the parent company of
Missouri Gas Utility, Inc. (‘MGU” or “the Company”) as the President and Chief
Executive Officer.

PLEASE DESCRIBE YOUR EDUCATION, EXPERIENCE, AND EMPLOYMENT
HISTORY.

| attended Metropolitan State College of Denver majoring in Criminology and
Business Management. | have 30 years in the natural gas industry, and co-
founded Summit Utilities, inc. (then Colorado Natural Gas, Inc.) 14 years ago.
Prior to founding the company, | held the position of Vice President of Operations
for The Meter and Valve Company, which supplied equipment to natural gas
utilities and pipeline companies, as well as sat on the Board of Directors for
Pinedale Natural Gas Inc., in Pinedale, Wyoming.

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

| will provide a description of MGU and the relationship between MGU and

Southern Missouri Gas Company L.P. d/b/a Southern Missouri Natural Gas
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("SMNG"). | will also explain the similarities and synergies between these two
companies, how the consolidated company will look, and the reasons this
consolidation is in the public interest.

iIl. BACKGROUND

PLEASE PROVIDE AN OVERVIEW OF MISSOURI GAS UTILITY, INC,

MGU operates under the parent company, Summit Utilities, Inc., which has
corporate offices in Littleton, Colorado. Summit Utilities, Inc. is a privately held
company with the principal business of natural gas distribution. Summit operates
four subsidiaries in two states: Colorado Natural Gas Inc.; Missouri Gas Ulility,
inc.; Summit Utilities Management Services, LLC (“SUMS”), a non-regulated
consulting company specializing in gas distribution; and Wolf Creek Energy, LLC,
a natural gas reseller located in Colorado.

Missouri Gas Ultility, Inc., was established in 2005, and has since
expanded to provide gas transportation and distribution services to areas of rural
Missouri, including Harrison, Daviess, Caldwell, Pettis and Benton counties.
MGU operates a Northern and Southern division, serving approximately 2,800
customers.

MGU under Summit Utilities Inc., performs all utility operations in-house,
including engineering and construction, field operations and maintenance,
accounting, customer service, human resources and regulatory.

PLEASE DESCRIBE THE RELATIONSHIP BETWEEN MGU AND SMNG.
MGU and SMNG share common ownership. IIF CNG Investment LLC first

invested in Summit Utilities, Inc., and by extension, in its subsidiaries including
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MGU in 2007. In 2010, lIF purchased all remaining shares of Summit and
became 100% owner. In 2008, IIF SMNG Investment LLC bought a majority
interest in Sendero SMGC GP Acquisition Company, LLC and Sendero SMGC
Limited Acquisition Company, LLC, which together formed a partnership that
owned SMNG. In 2011, IIF SMNG Investment Il LLC purchased all the remaining
partnership interest. IF CNG Investment LLC, IF SMNG [nvestment LLC, and
[IF SMNG Investment if LLC are under common ownership (“lIF"). Additionally,
in 2010, SMNG contracted with Summit Utilities Management Services, LLC to
construct the Branson system. As | mentioned above, SUMS is a subsidiary of
Summit, and a sister company of MGU.

. MERGER DETAILS

WHAT WILL THE CONSOLIDATED COMPANY LOOK LIKE FOLLOWING
THE PROPOSED TRANSACTION?

After the transaction, SMNG will be merged into MGU. The transaction will result
in MGU becoming a stronger regional utility. After the transaction is compieted,
MGU will have a footprint that spans from the northwestern part of Missouri,
including Gallatin and Hamilton, to south-central Missouri, including Branson and
Lebanon, serving nearly 13,000 customers.

WHO WILL MANAGE THE SURVIVING ENTITY?

Summit’s executive management, management and Board of Directors will
remain the same. Dave Moody, current Chief Executive Officer of SMNG, will

become the Chief Operating Officer of the consolidated MGU. The current
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General Partner of SMNG, which was occupied primarily by the investor, will be
dissolved.

DOES MGU PREDICT ANY SYNERGIES BETWEEN MGU AND SMNG?

Yes. MGU and SMNG both provide gas service to small rural towns in Missouri.
MGU is well equipped with the knowledge and skills to operate SMNG in such a
manner that the customers will not feel a significant change from the approval of
this merger. MGU has identified synergies in corporate operations, field
operations, customer service, engineering, accounting, human resources and
regulatory functions. SMNG’s natural gas system and existing customers wilt
benefit from the support staff and expertise that MGU will provide.

WHAT IMPACT WILL THE CONSOLIDATION HAVE ON CUSTOMERS AND
COMMUNITIES SERVED BY SMNG AND MGU?

If they notice a change, we hope that it will be positive. MGU has an excellent
track record of providing safe, reliable, affordable natural gas service to its
customers and communities. In addition, MGU has a strong working relationship
with the Commission. Both companies are striving towards a consolidated MGU
that combines best practices and resources that will achieve a higher level of
reliability and customer satisfaction while reducing costs through efficiencies,
economies of scale, and a larger market for gas supply.

DO YOU HAVE ANY CONCLUDING COMMENTS REGARDING THE
PROPOSED TRANSACTION?

Yes | do. SMNG and MGU have focused our businesses on providing naturat

gas distribution and transportation service to retail customers and both
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operations are dedicated to providing safe and reliable service to our customers.
The merger of SMNG and MGU for which we are seeking Commission approval
will bring proven operational expertise and financial capabilities of MGU to bear
for the benefit of SMNG'’s customers. As described in more detail by additional
witnesses identified below, the approval of this Joint Application is in the best
interests of SMNG's customers and we respectfully request that the Commission
grant this Application at its earliest opportunity.

WILL THERE BE ADDITIONAL WITNESSES PROVIDING TESTIMONY IN
THIS CASE?

Yes, there will be three additional withesses providing testimony in this Docket:

a) David N. Moody, Chief Executive Officer of Southern Missouri Natural
Gas, will provide background on SMNG's gas operations, as well as synergies
between the companies and an overview of the consolidated operations.

b) Timothy R. Johnston, Executive Vice President and Chief Operating
Officer of Missouri Gas Utilities, Inc., will describe MGU’s gas operations and
provide economic support for this transaction.

c) Michelle A. Moorman, Manager of Regulaiory Affairs for MGU, will
address the regulatory issues related to both SMNG and MGU including tariffs,
rates, regulatory treatment of assets, and discuss parallel filings that impact this
case.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes.
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Table CE2.4 Household Site Fuel Consumption in the South Region, Totals and Averages, 2009
British Thermal Units {Btu), Final

Total Site Energy Consumption
(quadrillicn Biu)

Average Site Energy Consumption
{million Btu per household using the fuel}

Total
Housing . Natural |Propanefl .
Housing Unit Characteristics and Units” total? | Electricity Nzt:;al Pro;;aéiell. Fuel Oil | Kerosene | Totar® | Electricity Ga;a rog o &% | Fuel il | Kerosene
Energy Usage Indicators (millions)
Total South 421 3.220 2.091 0.942 0.142 0.038 0.006 76.5 49.7 531 30.2 58.7 10.6 ‘
South Divisions and States
SOUth AUENHC..1.eeeieceecereereosrmneasssnessescamene 22.2 1.647 1.092 0.438 0.067 0.03¢ 0.008 74.% 49.5 558 269 58.7 11.4
Virginia......... 3.0 0.255 0.146 0.085 0.014 Q Q 85.9 49.3 64.2 292 562 Q
Georgia.... 35 0.311 0.177 0.129 0.004 Q Q 89.5 509 64.3 237 Q Q
Florida........ - 7.0 0,382 0.354 0.020 0.014 Q Q 58.7 50.7 19.4 24.8 Q Q
OC, DE, MD WV 34 0.304 0.165 0.103 0.010 0.026 Q 88.9 481 64.1 211 82.0 Q
North Carolina, South Carc-lma 5.4 0.389 0,258 0.098 0.025 Q 0.003 723 47.8 54,1 31.2 Q 13.6
East South Centrat,. 7.1 0.565 0.367 0.157 0.040 N Q 787 51.9 551 333 N Q
Tennessee... PO 2.4 0.193 0.126 0.087 Q N Q 787 51.6 57.2 40.0 N Q
Alabarna, Kentucky' Mlssmsmp 4.8 0.372 0.241 0.088 0.031 N Q 80.2 52.0 53.9 31.8 N Q ©
West South Central,.. 12.8 1.008 0.624 0.350 0.035 N Q 79.0 48.8 49.3 344 N Q P
Texas... 8.5 0.658 0415 0.230 0.012 N Q 774 48,7 46,2 26.7 N Qs
Arkansas Loutsxana Oklahoma ............... 4.2 0.350 0.208 0120 0.022 N N 826 48,1 56.4 41.1 N NE
[5]
Urban and Rural® o
UMM e iess s s s 286 2121 1.320_..-""’" 0.748 0,022 0.028 0.003 74.0 45,1 53.0 20.8 56.1 8.9
RUMAL e rcre st ssr s ssmsareasasenmane 13.4 1.100 Q.771 0.185 0.112 Q 0,004 81.8 57.4 53.4 328 66.5 12.3
Metropolitan and Micropolitan
Statistical Area
In metropolitan statistical area...........cocvevenees 334 2.555 1.6830 0.792 0.091 0.038 0.004 766 489 527 3.2 59.7 11.8
I micrepolitan statistical area.....uovvureoianen 4.7 0.365 0.245 0103 0.019 Q Q 78.8 52,4 60.4 256 Q 10.1
Net in metropalitan ¢r micropolitan
StaliStical Area...... ..vveneerversiesrmreris s ersirens 4.0 0.286 0.215 0.048 0.032 Q Q 73.2 53.2 46.8 30.5 Q Q
Climate Region4
Very COlEICOI vttt Q G Q Q Q N N 87.4 389 Q Q N N
Mixed-Humid.......... 21.9 1,849 1.078 0.625 0.102 0.038 0.006 a4.4 45.2 614 34.0 59.7 12.0
Mixed-Dry/Hot-Diry 1.3 0.106 0.058 0.044 Q N Q 79.0 43.4 510 Q N Q
Hot-Humid.....cveeas 18.6 1.247 0.948 Q0.265 0.034 Q Q &7.0 50.8 40.0 22.2 Q Q
LT T T N N N N N N N N N N N N N

0.5. Energy information Administration

2009 Residential Energy Consumption Survey: Final Energy Consumption and Expenditures Tables



Table CE2.4 Household Site Fuei Consumption in the South Region, Totals and Averages, 2009
British Thermal Units (Btu), Final

Total Site Energy Consumption
{quadrillion Btu)

Average Site Energy Consumption
{million Btu per household using the fuel)

Total
Housing 5 . .| Natural |PropanelL X - ... | Natural |PropaneiL .
Housing Unit Characteristics and Units’ Totat” | Electricity} o ¢ PG Fuel Gil | Kerosene | Total” | Electricity| PG Fuel Qil | Kerosene
Energy Usage Indicators {millions)
Total South 421 3.220 2.001 0.642 0.142 0.038 0.006 765 48.7 53.1 302 58.7 1086
Housing Unit Type
Single-Family.... 297 2.634 1.624 0.841 0.126 0.038 0.005 8s.6 54,8 578 27 &0.2 11.8
Single-Family Detached ..... 276 2.492 1.538 0.787 0.125 0.035 0.005 90.3 55.8 583 329 62.3 116
Smgle-Famlly Attached.........ccocoriemenennnnes 21 0.142 0.085 0.054 Q Q Q 66.3 s 51.4 Q Q <
MUBE-FRMIY. i iceenes s e nreree e 8.4 0.250 0.261 0.087 Q Q Q 41.5 30.8 32.0 Q Q Q
Apartments m 2«4 Umt Bux[dmgs .............. 2.2 0.105 0.074 0.030 G N N 48.0 33.7 33.9 Q N N
Apartments in 5 or More Unit Buildings..... 62 0.245 0.187 0.057 Q Q Q 39.3 28.8 282 Q Q Q
Mobile HOMES....cooee e et 38 0.236 0.206 0.015 0.014 Q Q 80.3 52.5 308 18.2 Q Q
Ownership of Housmg Unit® w
Owned... esrtaeniea e ettt 29.3 2512 1.602 0.741 0.132 0.034 0.003 85.8 54.7 56.8 30.7 62.8 8.0 %
Smgle-Famu]y " 25.2 2.280 1.416 0.719 0119 0.034 0.003 90.8 56.2 58.8 330 63.6 9.1 O
DUIEF At e verersarcaresnse 1.0 0.043 0.028 0.015 N N N 422 276 326 N N N2
Mobile Homes. oo iveiinnies 3.0 0.179 0.158 0.008 0.013 Q Q 59.0 52.1 24.3 18,6 Q Q u%
Rented....covviescornns . 12.8 0.709 0.488 0.201 0.010 0.008 0.003 55.3 38.1 427 24,7 42.0 183
Single-Family.........cerceereieene 4.5 0.345 0.208 0.122 0.008 Q 0.002 76.1 45.1 53.7 27.8 Q 17.3
Muiti-Family....... roa T4 0.307 0.233 0.072 Q Q Q 41.5 3.4 31.8 Q o] Q
Mobile HOMeS.....ocioeveemreremre eerrseenr e 0.¢ 0.057 0.048 Q Q N Q 64,7 54.0 Q Q N Q
Year of Construction
Before 1940...... v vrerieecerrrersrisresrsssrasesssenas 2.4 0.237 0.110 0.084 0.018 0.013 Q 97.9 455 61.1 65.8 56.6 Q
194040 1948 1.6 0.122 0.064 0.047 0.002 Q Q 786 415 52.6 207 Q Q
1950 {0 1959..... 36 Q.27 0.150 0.105 0.008 & Q 75.7 421 53.5 240 o Q
1960 to 1869 4.4 0.344 0.201 0.118 0.014 Q o] 783 458 51.2 287 o] Q
1970 to 1579 6.5 0.448 0314 0.113 0.018 Q Q 68.7 48.1 459 24.2 Q Q
1680 to 1889 7.5 0.513 0.378 0.107 0.027 Q Q 68.6 503 50.2 37.8 Q Q
1880 to 1899..... 8.0 0.616 0.434 0152 0.029 Q Q 77.5 54.6 52.0 266 o} Q
200010 2009........ci it s 8.2 0.670 0.441 0.205 0.025 Q Q 81.7 537 58.5 26.3 Q Q

U.5. Energy Infermation Administration
2009 Residential Energy Consurnption Survey: Final Energy Consumption and Expenditures Tables




Table CE2.4 Household Site Fuel Consumption in the South Region, Totals and Averages, 2009
British Thermal Units (Btu), Final

Total Site Energy Consumption Average Site Energy Consumption
(quadrillion Btu) {millior: Btu per household using the fuel)
Total
Housi . Natural |Propane/l .
Housing Unit Characteristics and Unitsr:g thalz Electricity Nzt::ii Progz: elL Fuel Oil | Kerosene | Total® | Electricity ?stas I;‘G Fuel Qii | Kerosene
Energy Usage Indicators {millions)
Total South 421 3.220 2.091 0.842 0.142 0.039 0.006 76.5 45.7 831 302 587 10.6
Total Square Footageb
Fewerthan 500.......c i i veraresraeeaes 0.7 0.024 0.016 0.006 Q N Q 33.8 21.8 330 Q N Q
B00 to 899......... 9.3 0.439 0.322 0.102 0.013 Q Q 47.4 347 335 18.7 Q 85
1.000 to 1,489... 105 0.672 0.473 £.172 .021 Q 0.001 64.1 45.1 449 20.2 Q 8.8
150010 1,998, e 7.6 0.588 0.404 0.150 0.025 0.608 Q 77.9 53.5 50.4 328 43.8 15.0
2,000 to 2,488.. ” O 5.3 Q.47 0.303 0.128 .027 Q Q 58.5 a7.5 33.7 338 Q Q
250010 2,988, v semronesnersrmrranren 2.7 0.272 0.160 0.102 0.007 Q N 9.1 58.3 633 249 Q N
3,000 10 3,488..c.cvr cervrrerserreerens 2.0 0.214 0,122 0.077 0.010 Q N 1 9.0 62.1 68.1 3.0 Q N
3,500 to 3,998 1.4 0.161 0.087 0.060 €.009 o Q 1 i6.5 634 708 348 Q Q
4,000 ©F MOr€...v.crerecrcrsetesecrsneeeemeeessnemssns 2.7 0.382 0.203 {0,145 0.029 Q Q 3 43.1 78.2 24.2 85.4 Q Qo
@
Numbker of Household Members -g
1 Person...... 1.6 0.603 0.394 0.162 0.034 0.012 Q 524 34.2 39.7 27.0 50.5 10.5¢.
2 PEISONS. . ..comiverrearecesteneie e 13.4 1.035 0.660 0.307 0.055 0.012 Q 774 49.3 53.2 311 61.3 7$
3 PRISONS...cecreinvererisisnteisareveraretserssssessssasas 6.8 0.583 0.388 0.175 6018 ] Q 85.1 56.7 54.2 246 Q
4 PBISONS, 1evrrrriresrssionsessissssbensessnensesessescosans 58 0.547 0.358 0.164 0.018 Q Q 4.3 &61.8 64.8 287 a Q
5 Persons..ccnn 2.8 0.270 0.173 0.083 0.008 Q Q 98.0 83.0 59.4 334 Q Q
& or More Persons 1.8 0.183 0.118 0.051 0.012 Q Q 1 2.4 65,1 887 56.4 Q Q
2003 Annual Household Income -
Less than $20,000........ccovvcrvrnrcrmnnesrse s 10.0 0.588 0.393 0.164 0.022 Q 0.003 58.6 36.3 438 238 Q 18,2
520,000 10 538,990, 0uicciriemieermre st vraens 10.7 0.694 0.472 0.184 0.029 0.006 0.002 65.0 44.2 43.8 254 425 2.3
$40.000 t0 $58,000..- .11 ceueeerreresrarcsesnirisarens 8.1 0.633 0.422 0.166 0.03¢ Q Q 78.1 52.1 50.5 384 Q Q
$60,000 10 879,899, cemmeemrrerrvrrreraerseresrnss 46 0.386 0.253 0.105 0.021 Q Q 84.4 55.3 54.0 336 Q Q
580,000 t0 $93,899. ... v ccieasse e 32 0.284 0.183 ¢.101 0.007 Q N 922 57.4 57.9 258 Q N
$100,000 to $119,999.. 1.6 0.158 0.100 0.049 0.004 Q Q 96.4 61.8 £6.0 246 Q Q
$120,000 ar More.......uvreveerrnmessincsissionans 30 0.470 0.267 C.178 0.018 a Q 1 209 68.8 73.2 68 a Q
Income Relative to Poverty Line’
Below 100 Percent. ... eeeemerisessrnineeres 7.2 0,443 0.305 0.117 0.016 Q 0.003 £51.9 4258 458 243 Q 204
100 to 150 Percent. 4.5 0.299 0.200 0.085 0.009 Q Q 66.4 44.4 48,4 24.1 Q Q
Above 150 Percent 304 2,478 1.585 0.740 0.116 0.034 .003 8.5 52.1 555 31.2 60.6 7.7
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Table CE2.4 Household Site Fuel Consumption in the South Region, Totals and Averages, 2009
British Thermal Units (Btu), Final

Total Site Energy Consumption

{quadriliion Btu)

Average Site Energy Consumption
{miliion Btu per heusehold using the fuel)

Total
Housing Natural |Propane/lL Natural |PropanefL.
2 | Electrici R Fuel Ol | Kerosene £ | Blectrici P Fuel Qil | Kerosene
Housing Unit Characteristics and Units’ Total Y1 Gas PG Teta Yl cas PG n
Energy Usage Indicators {millions)
Total South.. 42.1 3.22¢ 2.091 0.842 0.142 0.039 0.008 76.5 48,7 53.1 30.2 58.7 10.6
Payment Method for Energy Bilis
All Paid by Household......ovciv v vecncnrarievnns 39.7 3.080 2.004 0.8383 0.139 0.038 0.006 776 50.5 54.9 301 59.6 1086
Some Paid, Some in Rent........ceeeereecrvennan. 0.7 0.039 0.022 0.016 Q Q N &2.5 29.1 273 Q Q N
All Inciuded in Rent 1.2 0.0680 0.038 0.024 Q N N 51.7 30.6 3583 Q N N
Qrher Method.......oieiiicsasiiicress e resaerens 05 0.042 0.030 0.010 Q Q N 85.8 51.7 342 Q Q N
Tncludes at primary ccoupied housing units in the 50 States and the District of Columbia. Vacant housing units, seasona! units, second homes, military housing. and group quarters are excluded,
RData in these tables represent site or delivered energy. Consumption and expenditures for biomass {e.g. wood), coal, solar, and outdoor propane grills are excluded, See RECS Temninology ©
{htip:ifwww ela.gov/consumptionfresidential/terminsiogy.cfm) for further explanation of these terms, ."5’
3I-{ol.::sing units are classified as urban or rural using definitions created by the U.S. Census Bureau, which are publically available through 2008 TIGER/Line Shapefiles. 3
=
“These climate regions were created by the Building America program, sponsored by the U.S. Department of Energy’s Office of Energy and Efficiency and Renewable Energy (EERE). ﬁ

SRented includes househalds that occupy their primary housing unit without payment of rent.

6T~::t:al square footage includes all basements, finished or conditioned (heated or cooled} areas of attics, and conditioned garage space that is attached to the home. Uncanditioned and unfinished areas in

attics and attached garages are excluded.

To determine the number of households below the poverly line, the annual heusehold income and number of household members were compared to the 2008 Poverty Guidelines for families published by the

U.S. Department of Health and Human Services,

Q = Data withheld either because the Relative Standard Error (RSE) was greater than 50 percent or fewer than 10 households were sampled.

N = No cases in reporting sample.
("} Number rounds to zero.

Notes: « Becavse of rounding, data may rnot sum 1o totals.

Source: U.S. Enerav Information Administration, Office of Enerav Consumption and Efficiency Stalistics, Forms EIA-457 A and C-G of the 2008 Residential Enerav Consumotion Survey.
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Table CE2.3 Household Site Fuel Consumption in the Midwest Region, Totals and Averages, 2009
British Thermal Units (Btu), Final

Taotal Site Energy Censumption
(quadrillion Biu}

Average Site Energy Consumption
(mitlion Biu per household using tha fusl)

Total
Housing . Natural | Propane/ . > . Natural | Propano/ i o
Housing Unit Characteristics and Units? Totalr [ Electiicity Gas L PG Fuel Qil | Kerosene | Totar® | Electricity | . o LPG Fuel Ol | Kerosene
Energy Usage Indicators {millons}
Total Midwest. 25.9 2914 0.936 1.751 0.1e3 0.033 0.001 112.4 36.1 90.3 66.8 B1.4 3.2
Mabio Homes. ... i sasesescnisnaes 0.9 0.081 0.033 0.033 G4 M Q 92.4 7.9 E3.7 56.3 N a
Remed....c.veeenne T4 0.580 0.180 0.373 0022 0,005 Q 80.2 258 724 567 51.3 o]
SINGIE-FaMilY.uriirsenressnecseriscesenseresnenntons 2.3 0.270 0079 0.174 0.013 Q Q 115.1 3.8 92.8 76.2 Q Q
AP BT e e e sesicas 4.8 0.301 0.103 0,181 0.005 Q Q 62.6 21.4 60.2 Iy Q Q
Maobile Homes.. . ... pemtespansibereatabbbsiats 0.2 0.018 C.008 8] Q N [#3 ara 40.5 Q Q N Q
Year of Construction
Before 1940......ov i cer e etenvssesensns 46 0.614 0.7169 0.356 0.044 0.008 Q 133.0 36.6 107.8 T4.4 £4.5 Q
1940 10 1948, . 1.4 0182 0.056 113 £.011 Q Q 127.2 34.0 58,1 £8.7 Q Q
1950 to 1859, 38 0.431 Q107 0.302 £.012 0.010 Q 118.9 298 85.4 55.3 531 Q
1960 to 1969... 3z 0.349 0.103 0.234 0.007 0.005 Q 107.6 T a7.5 54.1 51.6 Q
197G to 1979... 4.2 0,407 0.160 0.210 0.032 Q Q 95,9 3.7 78.4 76.9 G Q
1980 to 1989..... 3 0,289 .10 0.151 0.025 Q Q 94.6 36.2 78.1 3586 Q Q
1690 to 1999.... . 3.2 0.348 0.122 0.1985 0.030 N Q 1104 38.8 827 63.9 N Q
200010 200 it ene e enenn 28 0.284 0,109 0.150 0.035 Q Q 113.9 42.1 84,2 0.6 o} Q
Total Square Foomgeb
Fewer than 500. 0.6 0.030 0.009 0.021 Q N N 53,1 16.5 52.4 Q N N
500 10 958 4.4 0,308 0,105 D.188 0.014 o] Q 70.8 241 65.5 43.1 Q Q
4,000 to 1,498......... 43 0.388 0.13¢ C.238 0.017 Q Q 90.9 3086 75.3 6.5 Q o]
.500 to 1,998......... 3.7 0412 0,129 g.252 0.027 Q 0.000 110.5 346 87.2 2.1 Q o
2,000 1o 2,498 35 0.435 0.130 0.275 0,024 0,006 Q 120.7 382 94.4 7.7 64.0 Q
2.500 10 2,009, 2.9 carz 0.120 0,222 0.023 Q Q 1282 413 94.8 73.2 Q Q
3,006 {o 3,499.. 2.2 0,284 0,082 0.180 0.018 Q [o} 131.5 37.8 102.2 65.4 Q Q
3,500 to 3,988.. - 1.7 0.234 0.076 133 0.019 Q Q 140.7 454 108.6 61.3 Q Q
4,000 OF MOTB. ..o csb e e sresinssenes 27 0.451 0.154 0.242 0.051 Q < 168,8 57.8 1322 80.9 a Q
Number of Houschold Members
1Person. e e 7.4 0.634 0177 0.410 0.037 0,010 Q 5.4 23.8 76.0 54.0 89.7 Q
2 Parsons, 8.5 -0.963 0.314 0,556 0,077 o.015 0.001 112.9 36.8 ag.7 0.4 56.3 4.2
2 Persons, 3.9 0.491 0.154 0.311 0.023 8] ] 1271 39.9 98,6 87.3 Q [»
< Parsons.,... 3.5 0.466 0.163 0,265 0.034 Q G 133.3 46.5 1006 70.5 Q Q
5 Persons...... 1.7 £.230 0.082 0,130 0.018 Q Q 134.8 47.9 104.3 79.6 Q Q
6 or More Persons......... 0.9 0.130 0,045 0.080 Q N Q 145.1 51.4 110.3 Q N Q
2009 Annuat Househeld Income -
Less than S20,000, e v ssnssssrvsvessaossnnn 5.5 0.516 0.161 0.322 0.025 g.c08 Q 841 29.3 829 51.6 58.4 Q
520,000 to $35,999. 6.5 C.644 0.201 0.378 £.052 0.012 3,001 83.5 30.7 80.7 67.0 68,2 3.9
540,000 to $53,000. 5.0 0,563 0177 0.353 C.027 0.006 Q 112.0 353 1.0 64.9 527 Q
$€0,000 to $79,999, 2.4 0.357 0,128 0.238 0.025 8] Q 1157 ars 86.9 7.3 Q Q
$80,000 to $99,998.... 2.0 0.264 0.093 0.151 0.020 [0 Q 129.2 453 99.7 0.7 G Q
$100,000 t0 5119,999 13 0177 0.056 0,111 0.008 Q Q 1389 44,2 101.3 78.0 G Q
S120,000 0F MOI€.crrviiirecteeesemeeervece e eeremmren 2.1 0.354 0.119 0.200 0.032 [ Q 166.2 £6.1 1235 757 Q Q
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Table CE2.3 Household Site Fuel Consumption in the Midwest Region, Totals and Averages, 2009
British Thermal Units (Btu), Final

Total Site Energy Consumption
{quadrilion Btu)

Average Site Energy Consumption
(million Blu per household using the fuel)

Total
Housing 2 . Natural | Propane/ . > . Natural | Propane/ .
Housing Unit Characteristies and Units” Tota! Electricity Gas LPG Fuel Oil ; Kerosene | potar Electricity Gas LPG Fuet Oil | Kerosene
Energy Usage Indicators (millicns)
Total Midwest 259 2914 0.836 1.751 0,193 C.033 0.001 112.4 36.1 80.3 686.8 814 iz
Midwest Divisions and States
East North Cenlrah. ... reavrne e vsnns 17.9 2.083 0.617 1.314 £0.101 0.020 - 0.001 113.0 346 936 62.5 359 3.3
Mingis............ 4.8 0.613 0.168 0.428 0.015 N a 128.8 355 102.8 5571 N Q
Michigan. 3.8 0.471 0.113 0.321 0.032 Q &) 123.3 297 102.4 703 o] e}
VAISCOMSIM. 1 ersaaresns srmsiran s atsssssseneconenms 23 0.235 0.087 0.143 0.016 0.009 Q 103.2 286 0.0 63.2 654 Q
Indiana. Ohio..... 7.0 0.735 0.268 0.422 0.039 Q Q 105.0 383 85.3 58.9 o} a
West North Central... a1 0.861 0.31% 0.437 0.082 0.013 0.000 106.7 385 81.7 72.4 725 3.0
MIBSOUM. ccvcenieina 23 0.234 0.110 0.103 0.021 Q Q 100.2 48.9 797 580 Q Q
IA, MN, ND.SD.o v rnmmsmunns st 3.9 0.442 0.143 0.220 0.055 0.013 G.000 113.0 366 859 79.2 740 25
Kansas, Nebraska...coee e rminenianssienins 1.8 0.185 0.066 0.114 Q N Q 1017 363 76.3 G N Q
Urban and Rurat®
Urban............. 15.9 2,248 0.648 1.874 0.018 0,009 0.001 112.8 325 91.9 422 59.4 4.3
Rural......courmes 8.0 0.666 0.288 Q.177 0177 0.024 0.001 1113 48.1 78.4 706 62.3 23
Metropelitan and Micropolitan
Statistical Area
In metropofitan statistical 31e2........o v 19.4 2297 0.669 1,485 0.103 n.018 0.001 117.2 34.4 94.3 89.4 596 4.1
In micrepalitan statistical area....cevevvveeenee. 4.7 0.444 0.184 0.218 0.039 Q Q 95.1 39.4 728 59.6 Q Q
Not in metropofitan or micropslitan '
SEANSHCAl BrER. c.evurr s ersrracremvsmriscriasir s istanons 1.8 0.193 0.082 0.050 0.051 0.008 Q 108.5 45.4 733 68.0 78.0 Q
Climate Region”
Very ColdiCO...o et 20.4 2,359 0.690 1.493 0.144 0.032 0.001 118.7 33.8 93.3 68.8 B83.1 286
Mixed-Humid. ..... &5 0.555 0.246 0.258 0.049 Q 0.000 100.4 44.5 76.1 61.5 Q 48
Mixed-Dry/Hat-Dry. N N N N N N N N N N N N N
Het-Humid...... N N N M N N N N N N N N N
BB e M N N M N N N N N N N N N
Housing Unit Type
Single-Family.. ... crmureieeiomirernanre s e 18,2 2.425 0.769 1453 0.171 0.031 0.001 126.1 40.0 S7.3 0.2 62.5 as
Single-Family Detached... . 18.0 2302 0.735 1.367 0,168 0.030 0.001 128.0 40.9 88.0 70.8 E1.8 3.3
Single-Family Attached......oeerncinnnee 1.2 0123 0.034 0.088 G Q Q 98.6 274 770 Q Q s}
MUti-Family........ocovveeir st 586 0.350 0126 0.257 0.005 Q Q £9.4 224 66.7 3v.7 Q Q
Apariments in 2-4 Unit Buiidings 1.9 0.198 0.051 0,147 N Q Q 1026 26.0 84.9 N Q Q
Apartments in 5 or More Unit Buildings..... 37 191 0.075 0,110 0.005 Q o} 519 20.4 47.6 ary Q Q
MObile HOMEBS. v e irrearerereeecssesrvanrens 1.1 0.098 0.041 0.041 0.017 N Q 93.2 384 &7.6 54.0 N Q
Ownership of Housing Unit”
CWNEE. ..verernrirrimsinsesmremms i ssems s enssns 186 2.324 0.7496 1.378 0,171 0.028 0.001 1252 40,2 95.8 684 63.7 3.0
Single-Family.. 16.9 2,154 0.680 1.278 0.157 0.028 0.601 1276 40.9 88.0 65.7 63.7 3.3
MUHE-FBMIY.....oe st e 0.8 £.089 0.023 .066 N N Q 110.5 28.3 56.5 N N Q
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Table CE2.3 Household Site Fuel Consumption in the Midwest Region, Totals and Averages, 2009
British Thermal Units (Btu), Final

Total Site Energy Consumption Average Site Energy Consumption
{quadtiliion Biu} {million Bt per household using the fuel)
Total
Hausing 2 Natural | Prapanef 2 ... | Natural | Propanet ,
~ | Electrici Fuel Oll | Kerosene Electrici Fuel Qil | Kerosene
Housing Unit Characteristics and Units' Total Yl Gos PG Total Y1 Gas LPG
Energy Usage Indicators (millions)

Total Midwest 259 2.914 0.936 1.751 0.193 Q.033 C.001 1124 36.1 80,3 66.8 614 3.2
Income Relative to Poverty Line’

Balow 100 Percent 37 0.368 0.120 0.230 0.014 a Q 99.0 32.2 85,0 50.8 Q Q

100 10 150 Percent.......c..cceeoe.o. 26 0.268 0.082 0.161 0.017 Q Q 104.8 32.0 89.5 81.6 Q Q

Above 150 Percenl.. ..o vevevceeeieecrererenes 9.6 2278 0.734 1.360 0.162 o021 C.001 118.0 ara 91.4 69.4 €1.4 3.4
Payment Mathod for Energy Bills

All Paid by Househeld 228 2832 0.853 1.563 0.185 0.030 0.001 116.4 37 §3.1 67.8 61.2 3.1

Same Paid, Some in Rent... . 16 0,120 0.023 0.093 Q Q Q 74.9 14.6 62.7 Q Q Q

All Included i1 ReNL.... e cnvrmmrrrenrrerre 1.4 0.061 0.021 £.040 N Q Q 61.4 20,8 66,5 N Q Q

Other Methot. . ..ov.vverrceirensesisissseseem careees 0.7 0.101 0.038 £.085 Q Q Q 141.4 54.4 105.5 a7.4 Q Q

"Inciudes all primary cocupied housing units in the S0 States and the District of Columbia. Vacant housing units, seasonal units, second homes, miltary housing. and group quarters are excluded.

203!3 in these tables represent site ar delivered energy. Consumption and expenditures for bicmass (e.g. wood}, coal, solar, and autdcor propane grills are excluded. See RECS Terminology
{httpzifwen. ciz.goviconsumption/residentialiterminglogy.cfim) for further explanation of these terms.

3H:ausing; units are ¢lassified as urban or rural using definitions created by the U.S. Census Bureau, which are publically available through 2009 TIGER/Line Shapefias.
“These ciimate regions were created by the Building America program, spansored by the U.S, Department of Enetrgy’s Office of Energy and Efficiency and Renewable Encrgy (EERE).
sRemed includes heuseholds that eccupy their primary housing unit without payment of rent.

6Tc;t:-:l square footage includes all basements, finished or conditioned (heated or sooled) areas of attics, and conditioned garage space that is attached o the home, Unconditioned and unfinished areas in attics
and attached garages are excluded.

“To determine tha number of households below the poverty line, the annual househald income and number of household members were compared to the 2008 Poverty Guidelines for families publiched by the
U.S. Department of Health and Human Services.

G = Data withheld either because tha Relative Standard Eerer (RSE) was greater than 50 percent or fewer than 10 households were sampled.

N = No cases in reporting sample.

{™) Number rounds tc zerm.

Notes: e Because of reunding, data may not sum to totals.

Source: U.S. Eneray Information Administration. Office of Eneray Consumption and Efficiency Statistics. Forms ElA-457 A and C-G of the 2009 Residential Enerqy Consumption Survev,
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EXECUTIVE SUMMARY

Unaffordable home energy bills pose a serious and increasing threat to the health and
well-being of a growing number of older people in low- and moderate-income
households. For many of these households, high and volatile home cnergy prices
jeopardize the use of home heating and cooling and increase the prospect of exposwne to
temperatures that are too hot in summer and too cold in winter. The potential
consequences of exposure to such temperatures and related financial pressutes include a
host of adverse health outcomes, such as chronic health conditions made worse, food
insecurity, and cven the premature death of thousands of people in the United States cach
year.

Home energy service provides a buffer against the impact of unsafe temperatures and is
particularly important for older adults. Aging can impair the body’s ability to maintain a
normal temperature because of physiological changes, such as the loss of physical fitness,
reduction in body mass, and decline in body temperature. Older adults are more likely to
have chronic medical conditions and to take multiple prescription medicines, which can
further reduce the body’s ability to sense and respond to changes in temperatures. These
characteristics may indicate patticular risk for older adults living in urban areas, where
the heat-retaining properties of roads, buildings, and other urban infrastructure magnify
and extend hot weather events compared with rural areas.

The significant risks associated with unaffordable home energy are unlikely to diminish
any time soon. To the extent that climate change accelerates in the coming years and
oppressive temperatures occur more frequently and for longer periods of time, adverse
health outcomes are both more likely and more severe. In addition, unatfordable home
energy undermines national priorities in the areas of long-term care services and livable
communities, destabilizing efforts to support aging in place and hindering opportunities
to facilitate independent living.

PRINCIPAL FINDINGS

Evidence connects temperature, health, and safety. Heat and cold challenge the body’s
ability to maintain a steady core temperature. Anything that impairs the body’s ability to
regulate its own temperature heightens vulnerability. Significant risk factors inctude the
following:

e Age
¢ Chronic diseases such as heart disease, stroke, respiratory disease, and diabetes

» Medications that impair thermoregulation (such as antihistamines, tricyclic
antidepressants, beta-blockers, and vasodilators)

e Dependency and frailty signaled by cognitive impairment or limited mobility

While exposure to heat and cold kills thousands of people prematurely in the United
States cach year, the death toll underestimates the true impact of temperature on
health. For example, mortality statistics do not distinguish between outdoor and indoor
exposure to unsafe temperatures as the cause of death and do not account for a range of
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adverse health consequences that fall short of premature death. For many older aduits, it
is the aggravation of existing health conditions from exposure to even moderate
temperature changes, rather than extreme exposure, that is both of concern and difficult
to measure.

Adverse health outcomes, including death, become more likely as temperatures
deviate from a moderate range. Temperature thresholds beyond which adverse heaith
outcomes occur reflect local climate, access to resources (such as prevalence of central
air-conditioning), and acclimatization (how adapted the population is to local conditions).
Greater numbers of temperature-related deaths occur in warmer regions exposed to
unseasonable cold and colder regions experiencing atypical warming. Lack of
acclimatization also explains why heat waves early in the summer are more deadly than
those later in the season.

Lower socioeconomic status is associated with a greater risk of temperature-related
death, particularly for older adults. Strong evidence points to indoor cooling,
particularly central air-conditioning, and lower temperatures in upstairs sleeping areas as
key to mitigating the health effects of hot weather. Research suggests that access to, use
of, and efficacy of home heating and cooling increases as household income increases.

High and volatile home energy costs make heating and cooling increasingly
unaffordable to millions of low- and moderate-income households, many of which
include older persons. Since 2005, the average cost to heat homes in winter has risen
about 27.3 percent and the price of residential clectrical service has jumped 22 percent.
While energy prices rose, median incomes stagnated, especially for low- and moderate-
income households. These trends increased the proportion of a household’s budget
allocated for utility bills. The average low-income household spends 16 percent of its
annual income on home energy costs—more than four tines the level that all households,
on average, devote to home energy bills.

The Low-Income Home Energy Assistance Program (LYHEAP) improves access to
home energy, but it has not kept pace with need and does not guarantee basic,
affordably priced utility service. In fiscal year 2009, the federal appropriation for
LIHEAP nearly doubled from $2.57 billion to $5.1 billion, yet the 7.7 million households
that received LIHEAP dwring 2009 was less than one-quarter of the number estimated to
be income-eligible. Moreover, most states offer limited protections against the shutoff of
home utility service for nonpayment.

Unaffordable home energy subjects many older adults to direct and indirect threats
to their health and safety. For example, 74 percent of households that include older
adults report that they cut back on the purchase of household necessitics because of high
home energy bills. Thirty-two percent of LIHEAP households that include an older

person report going without medical or dental care as a result of high home energy bills
in the past five years.

Policies and programs to address the health threats posed by high home energy
prices can build on existing efforts in the areas of energy, long-term care and health
care reform, and livable communities:

Energy: Affordable energy policies can and do promote public health. For example,
cnergy assistance, shutoff protection rules and other policies that protect vulnerable
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households against the involuntary loss of home utility service promote health and safety.
Conversely, policies that address home energy costs by shifting or dampening consumer
demand for energy pose a potential threat to health and safety for consumers who may
have to choose between paying more for their energy or going without life-saving air-
conditioning during summer heat because they cannot shift their usage from higher cost
peak times to lower cost off-peak times.

Health Services and Long-Term Care: Published studies document the greater use of
health services that result from exposures to excessive heat or cold and the potential of
high home energy burdens to make aging in place and independent living more difficult,
One implication of these findings is that efforts to strengthen access to affordable energy
and ensure protections against shutoffs of basic service for nonpayment can reduce the
economic costs of avoidable health care services, improve patient health status, and
facilitate independent living.

Livable Communities: Ultimately, policies that promote adequate and affordable home
energy use, and that acknowledge the role of home energy as a support for the effective
delivery of long-term care and health services to older adults, in turn promote community
dwelling that facilitates personal independence and quality of life.

PoLicY RECOMMENDATIONS

¢ Ensure that subsidies and discounts help make home energy affordable and
sustainable for households that include older adults.

o Assess the need for LIHEAP and the total amount of energy assistance for households
in terms not only of lowering the home energy burden but also of recognizing the
value added through improved health and reduced threats to safety.

¢ Expand categorical eligibility for LIHEAP, weatherization services, and other
affordable energy programs to target groups identified as most at risk of adverse
health outcomes, for example, through their eligibility for state Medicaid waiver
programs and the Medicare Part D Low-Income Subsidy.

¢ Ensure that state-regulated utility consumer protections and policies (such as shutoff’
policies) specifically recognize and address the needs of groups identified as most at
risk of adverse health outcomes.

¢ Ensure that demand-response programs for consumers balance the need to reduce
energy consumption with the protection of health and safety for older adults and
persons living with serious or disabling conditions.

¢ Design evaluations of weatherization and energy efficiency programs to assess their
impact on health and safety as a way to demonstrate the importance of home energy
for health.

¢ Ensure that intake services for state Medicaid waiver program participation and long-

terim care case management services include referrals for LIHEAP, weatherization,
and other affordable energy programs,
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» Support education and outreach efforts to increase awareness—both within the health
care community and among older adulits, their families, and caregivers—of resources
that can help them maintain access to healthy and comfortable temperatures.

» Give priority in home repair or modification programs that serve medically frail
participants (such as under a state Medicaid waiver) to cost-effective energy
efficiency measures that protect health and safety, for example, special coatings for
flat-roofed rowhouses that lower indoor temperatures in summer.

¢ Identify and implement best practices for communicating with the public, especially
older adults, their families, and caregivers, about the risks of heat waves and cold
temperatures, the links between temperature and health, and the most effective
prevention, education, and response efforts,

CONCLUSION

As the U.S, population ages, as the U.S. health care system shifts toward support for
independent living and aging in place, and as urban infrastructure and global warming
present new environmental challenges, demand for affordable home energy is growing.
Increased demand combined with the rising cost of basic utility service jeopardizes the
stability and capacity for self-sufficiency of households that include older adults.
Understanding and addressing the implications for energy policy of public and population
health priorities, as well as the implications for public health of affordable energy and
energy efficiency priorities, requires a fresh approach. Such an approach should unite two
diverse groups of practitioners, in the energy and health fields, to craft new solutions to
help American households maintain both economic security and good health.
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INTRODUCTION

In July 1995, a week of sustained hot weather in Chicago killed hundreds of people, most
of whom were low-income, older residents living independently. The extreme heat also
hospitatized close to a thousand people with strokes, heart attacks, renal failure, and other
conditions.! Chicago’s experience highlighted the value of social connections, walkable
neighborhoods, affordable housing, and basic utility services during extreme weather
conditions, Extreme heat events in the United States are still rare, but growth in urban
infrastructure and climate change are contributing to a gradual rise in ambient
temperature and greater seasonal variation in the weather,?

This report has two primary goals: first, to explore the implications of affordable home
energy for health services, long-term care, and livable communities; and second, to
consider low-income energy assistance and other approaches to lowering household
energy burdens (the ratio of a household’s energy expenditures to its income) in light of
this more explicit connection between affordable home energy and health.

The report begins with a review of lterature to characterize the health threats posed by
weather and high home energy costs and to describe how affordable home energy
protects health and reduces inappropriate use of health services. It then describes the
energy burden faced by households across the income spectrum, ways to trace the health
impacts of unaffordable home energy, and evidence of these impacts documented through
telephone surveys. Next, it frames the discussion of affordable home energy and health in
the context of policy interests in energy, health services and long term care reform, and
livable communities. Finally, the report offers recommendations that promote adequate
and affordable home energy use and that acknowledge the role of home energy in helping
older adults and people of all ages maintain both economic security and good health.

1 E. Klinenberg, Heat Wave, A Social Autopsy of Disaster in Chicage (Chicago: University of Chicago Press, 2002). Other key
sources include J. Dematte, K, O’Manrg, J. Buescher, C. G. Whitney, 8. Forsythe, T. McNamee, R. B. Adiga, and [. M. Ndukwu,
“Near-Fatal Heat Stroke during the 1995 Heat Wave in Chicago,” dnnals of Internal Medicine 129 (1998): 173-81; R. Kaiser, A.
Le Tetre, J. Schwartz, C. A. Gotway, W. R. Daley, and C. H. Rubin, “The Effect of the 1995 Heat Wave in Chicago on All-Cause
and Cause-Specific Mortality,” American Journal of Public Health 97 (2007): 158-62; R. J. Rydman, D. P. Rumoro, J. C. Silva,
T. M. Hogan, and L. M. Kampe, “The Rate and Risk of Heat-Related lliness in Hospital Emergency Departitents during the 1995
Chicago Heat Disaster,” Jonrnal of Medical Systems 23 {1999): 41-56; I. Semenza, “Acute Renal Failure during Heat Waves,”
American Journal of Preventive Medicine 17 (1999): 97, J. C. Semenza, J. E. McCullongh, W. D. Elanders, M. A. McGechin, and
J. R. Lumpkin, “Excess Hospital Admissions during the July 1995 Heat Wave in Chicago,” American Journal of Preventive
Aledicine 16 (1999): 26977, 1. Semenza, C. Rubin, K. Falter, J. D. Selanikio, W. D. Flanders, H. L. Howe, and J. E.. Wilhelm,
“Heat-Related Deaths during the July 1995 Heat Wavce in Chicage,” New England Jowrnal of Medicine 335, no. 2 (1996); 84-90.

2 (. Luber and M, McGeehin, “Climate Change and Extreme Heat Events,” American Journal af Preventive Medicine 35, n0. 5
(2008): 429--35.
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EVIDENCE ON TEMPERATURE, HEALTH, AND SAFETY

The use of home energy for heating and cooling buffers the impact of outdoor
temperatures. Publication of epidemiological studies on the adverse effects on health of
both heat (from heat waves and predicted changes in giobal climate) and cold (from
exposures connected with substandard, energy-inefficient housing during wintertime in
temperate climates) has increased appreciation of the importance of this buffering effect.’

Heat and cold challenge the body’s ability to maintain a steady core temperature.
Anything that impairs the body’s ability to regulate ifs own tempelatme heightens
vulnerability. Significant risk factors include the following: *

* Age (infants and young children are at greater than average risk, and old age
increases risk because of the loss of physical fitness and related physiological changes
associated with the aging process)

¢ Chronic diseases that slow the heart’s response to stress; the circulatory system’s
capacity to dilate or contract blood vessels that convey heat (cardiovascular and
cerebrovascular disease); the body’s ability to change fluid levels in plasma or
through sweating (diabetes, kidney and metabolic conditions, scleroderma, cystic
fibrosis, and dehydration)

e Medications that impair thermoregulation (such as antihistamines, tricyclic
antidepressants, beta-blockers, and vasodilators)

e Frailty signaled by cognitive impairment or limited mobility (nervous system
disorders such as Parkinson’s disease)

The most commonly recognized adverse outcomes of heat and cold exposure are
hyperthermia (and the range of effects from heat cramps and exhaustion to heat stroke)
and hypothermia, but many less severe ailments also exist. For many older adults, it is the
aggravation of existing health conditions from exposure to even moderate temperature
changes, rather than an extreme exposure, that is both of concern and more difficult to
measure.

3 For this rescarch repor, a fitcrature review was conducted using the PubMed search engine and the MeSH scarch terms
“heat/adverse effects” and “cold/adverse effects” for publications that included human subjects, reviewing all publications starling
in 1990. In addition, a citation scarching stratcgy was used to identify peer-reviewed publications dated before 1990 and those in
subject arcas not covered comprehensively by Pab Med, such as joumals in the arcas of meteorology and housing. Approximately
300 pecr-reviewed journal articles and monographs and a small number of grey literature reports were identificd.

4 Discussion in this paragraph basced on B M. Kilboume, “Temperature and Health," in Wallace/Afaxcy-Rosenau-Last, Public
Health and Preventive Medicine, cd. Robert B. Wallace, 725-34, | 5th cd. (New York: McGraw Hill Medical, 2008); R. S. Kovats
and S. Hajat, “Heat Stress and Public Health: A Critical Review,” Annual Review of Public Health 29 (2008): 41-55; 1. Matthics,
G. Bickler, N. C. Marin, and 8. Halcs, Heat Health Action Plans, Guidance (Denmark: World Health Organization, Regional
Oftice for Europe, 2008).
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EXPOSURE TO HEAT AND COLD

Exposure to heat and cold kills thousands of people prematurely in the United
States each year; however, the death foll underestimates the true impact of
temperature on health. Accounts of the impact of temperature on health typically focus
on the number of deaths reported based on death certificates or estimated by looking at
seasonal patterns of excessive numbers that correlate with weather extremes.

Death certificates: The most recent annual count for the United States identifies 688
heat-related deaths and 1, 152 cold-related deaths, with older adults accounting for 40 to
50 percent of these deaths Such counts likely lmdelestlmate the impact of exposure to
unsafe temperatures, reflecting differences from state to state in how such deaths are
defined. In this regard, the more narrow definition taken by many coroners’ offices
hinges on the body temperature of the deceased, whereas in those counties or states
where a medical examiner {physician) determines causation, a broader view is more
likely to take into account the circumstances in which a victim is found, such as in an
overheated apartment.®

Attributable deaths: For heat-related deaths alone in the Umted States, studies converge
on an annual number of between 1,700 and 1,800 per year.. " These estimates are derived
by looking at the experiences of populations statistically, measuring deaths from all
causes or deaths from conditions linked to heat or cold exposure (for example, seasonal
rises in cardiovascular or respiratory disease), adjusting these measures to account for
influences unrelated to temperature exposures or home energy burden (the ratio of a
household’s expenditures to its income), and counting the estimated number of deaths
over and above what is observed at other times of year or during the same time period in
the absence of extreme weather. One study of deaths during California’s 2006 heat wave
finds that the attributed numbel of deaths is two to three times higher than the number
reported by coroners’ offices.

Using counts or estimates of deaths as the sole measure of temperature’s impact neglects
the range of nonfatal health consequences. Such estimates are also of limited utility in
understanding the impact of home energy use on health, as most studies fail to distinguish
between outdoor and indoor exposure to unsafe temperatures or to account for other risk

5 G. E. Luber, C. A, Sanchez, and L, M. Conklin, “Heat-Related Deaths—United States, 19992003, Morbidity and Mortality
Peekly Review 55 (2006): 796-98; . Murphy, R, Zumwalt, and F. Failico, “Hypothermia-Related Deaths—United States, 1999—
20(}2 and 2005, Morbidity and Mortality Weekly Review 55 (2006); 282-84,

6 H.G. Mirchandani, G. McDonald, 1. C. Hood, and C. Fonseca, “Heat-Related Deaths in Philadelphia—1993,” American Jouwrnal
of Medical Pathology 17, no. 2 (1996): 106-08; B. I). Ostro, L. A. Roth, R. 8. Green, and R, Basu, “Estimating the Mortality
Eftect of the July 2006 California Heat Wave,” Envirommental Research 109, no. 5 (2009):. 614-19.

7 C.E. Reid, M. 8. O’Neill, C. Gronlund, 8. J. Brines, D. G. Brown, A. V. Diez-Roux, and J. Schwartz, “Mapping Community
Determinants of Heat Vulnerability,” Envirommental Health Perspectives, cpub 11 (June 2009); Environmental Protection
Agency, Excessive Heat Event Guidebook, EPA 430-B-06-005 (Washington, DC: EPA, 2006).

8§ Ostro ¢t al, “Estimating the Mortality Effect.”
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factors not directly related to home heating or cooling (such as the prevalence of
influenza or the adequacy of clothing in protecting from cold).’

ADVERSE HEALTH OUTCOMES

Adverse health outcomes, including death, become more likely as temperatures
deviate from a moderate range. Although mortality rates offer only one perspective on
the consequences of inadequate home heating and cooling, they do convey information
that is useful for guiding policy choices, for example, in establishing threshold
temperatures above and below which public health precautions are needed. For a
population, the relationship between temperature and death resembles a U, V, or J shape,
with a dip or flat area in moderate temperature ranges and greater numbers of deaths at
temperatures both lower and higher than thresholds specific to a given arca,'®

Temperature thresholds reflect local climate, infrastructure (such as prevalence of ceniral
air-conditioning), and acclimatization (how adapted the population is to local conditions).
More temperature-related deaths occur in warmer regions exposed to the cold and colder
areas experiencing unseasonable warming, Heat waves tend to have a stronger impact in
the Northeast and Midwest than the South and West, and an index of heat vulnerability
mapped nationally indicates that the 20 most vulnexable cities are clustered on the East
and West Coasts, while most of the least vulnerable cities are in the Southeast,'' During
Caltfornia’s Juiy 2006 heat wave, the hlghest rate of heat-related emergency department
visits was seen in the Central Coast region, where more moderate temperatures are the
norm.."? The lack of time to acclimatize ex;i)lams why heat waves early in the summer are
more deadly than those later in the season..

For U.S. cities, deaths increase by an estimated 2 to 4 percent per degree Falenheit
above an area’s heat threshold (during a heat wave, daily death rates climb even more
quickly), and up to an estimated 6 percent per cieglee Fahrenheit below the cold
threshold. Temperature-related respiratory and cardiovascular deaths are more likely

9

K. L. Ebi, “Climate Change, Ambient Temperature, and Health in the U.S.,” unpublished presentation at AARP Roundtable,
December 2008; T, A, Reichert, L. Simonsen, A, Sharma, 8. A. Pardo, D. S. Fedson, and M. A. Miller, “Influenza and the Winter
Increase in Mortality in the United States, 1959-99," Awerican Jowrnal of Epidemiology 160, no. 5 (2004): 492-502.

A, Braga, A, Zanobetti, and J. Schwartz, “The Time Course of Weather-Related Deaths,” Epideniology 12 (2001): 662-67; R.
Basu and J. Samet, “An Fxposure Assessmet Study of Ambient Heat Exposure in an Elderly Population in Baltimore,
Marytand,” Environmental Health Perspectives 110 (2002): 1219-24.

Environmental Protection Ageitcy, Excessive Heat Events Guidebook, 13-14,

K. Knowlton, M. Rotkin-Ellman, G. King, H. G. Margolis, D. Smith, G, Solomon, R. Trent, and P. English, “The 2006 California

Heat Wave: Tmpacts on Hospitalizations and Emergency Departenent Visits,” Environmental Health Perspectives 117, 1o, |
(2009): 61-67.

Braga et al,, “the Time Course of Weather-Related Deaths™; F, Curricro, K. Heiner, 1. Samet, S. Zeger, L. Strug, and I. Patz,
“Femperaturc and Mortality in 11 Cities of the Eastern United States,” Anierican Jowrial of Epidemiology 155 (2002). 80-87.

Braga ct al., “The Time Course of Weather-Related Deaths™; S. Hajat, R, S, Kovats, and K. Lachowycz, “Heal-Related and Cold-
Related Deaths in England and Wales: Who Is at Risk?” Occupational and Environmental Medicine 64, ne. 2 (2007): 93.-100; M.
Medina-Ramen end J. Schwartz, “Temperature, Temperature Extremes, and Mortalily: A Study of Acclimatization and Eftect
Muodification in 50 United Stales Citics,” Occupational and Envirommental Medicine, cpub (2007); R, Basu, W, Y, Feng, and B.
D. Ostro, “Characterizing Temperaturc and Mortality in Nine California Countics,” Epidemiology 19 (2008): 138-45; A,
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during the summertime for older adults, with premature or what are known as excess
deaths seen from kidney failure and electrolyte imbalance."” In temperate climates, the
winter months bring excess deaths for older adults from circulatory system disease
(particularly heart attacks and congestive heart failure), respiratory dlsease (mﬂuenza
bronchitis, emphysema, and chronic obstructive pulmonary disorder), '® and diabetes..'

No consensus yet exists on how global climate change will influence current patterns of
heat- and cold-related deaths..'® Some see an increase in heat-lelated deaths that will
more than exceed an anticipated decrease in cold-related deaths..'® Others anticipate that
new weathez extremes will mean more 1espnat01y disease deaths in cities with colder
climates. *® Regardless of any future shift in the range of ambient temperatures related to
climate change, many other factors, such as personal behavior (in terms of energy use and
decisions about appropriate clothing and outdoor gear) and urban infrastructure capacity
to respond to shifts in outdoor temperature, will affect the rate of temperature-related
deaths and other adverse health outcomes. The fact that heat waves bring greater adverse
health impacts to areas that typically experience moderate temperatures, compared with
arcas accustomed to a broad range of temper atmes underscores the significance of a
population's overall capacity to adapt over time.

Zanobetti and ). Schwartz, “Temperature and Mortality in Nine U.S. Cities,” Epidemiology, cpub (2608); Ostro et al., “Estimating
the Mortality Effect.”

15 A. Braga, A. Zanobetti, and J. Schwariz, “The Effect of Weather on Respiratory and Cardiovascular Deaths in 12 U.S, Cities,”
Envirgmnental Health Perspectives 110 (2002): 859-63; H. Johnson, R. 8. Kovats, G. McGregor, 1. Stediman, M, Gibbs, H
Walten, L. Cook, and E. Black, “The Impact of the 2003 Heat Wave on Mortality and Hospital Admissions in England,” Health
Statistics Quarterly 25 (2005): 6-11; Hajat ct al., “Heat-Related and Cold-Retated Deaths”; A, Ishigami, S. Hajat, R. 8. Kovats, L.,
Bisanti, M. Rognoni, A. Russo, and A. Paldy, “An Ecological Time-Serics Study of Heat-Related Montatity in Three European
Citics,” Environmental Health 7 (2008); 5.

16 Braga ct al,, “The Effect of Weather™; G. 8. Davies, M. G. Baker, §. Hales, and J. B. Carlin, “Treads and Detenminants of Excess
Winter Mortality in New Zealand: 1980 to 2000,” BAC Public Health 7 (2007): 263; Hajat et al., *Heat-Related and Cold-Related
Deaths”; Medina-Ramon ¢t al., “Temperature, Tomperature Extremes, and Mortality.”

17 Elevated wintertime death rates may be influenced by influenza as well as cold stress, T. A, Reichert, L. Simonsen, A. Sharma, S.
A. Pardo, 1. 5. Fedson, and M. A. Miller, “Influcnza and the Winger Increasc in Mortality in the United States, 19591999
American Joiwrnal of Epidemiology 160, no. 5 (2004): 492-502.

18 M. A. McGeehin and M. Mirabelli, “The Polential Impacts of Climate Variability and Change on Temperature-Related Morbidity
and Monrtality in the United States,” Environmmental Health Perspectives 109, Supplement 2 (2001): 185-89; K. L. Ebi, J. Balbus,
P. L. Kinngy, E. Lipp, D, Mills, M. S, (’Neill, and M. Wilson, “Eftects of Global Change on Human Health,” Chapter 2, pages
39-87 in Analyses of the Effects of Global Change on Human Health and Welfave and Human Systenss. A Report by the U 8.
Climate Change Science Program and the Subcommitiee on Glebal Change Research, J.L. Gamble fed ), K.L. Ebi, F.G. Sussman,
T.J. Withanks (Washington, DC: U.S. Envirenmental Protection Agency, 2008), hitp:iwww.climatescience.gov/Library/sap/sapd-
6/final-report/default.itm (accessed 04/08/10).

19 L. 8. Kalkstcin and J. Greene, “An Evaluation of Climate/Mortality Relationships in Large U.S. Cities and the Possible Impacts of
a Climate Change,” Envirommental Health Perspectives 105 (1997): 84-93; W. Keatinge, G. Donaldson, E. Cordioli, M.
Martinelli, A. E. Kunst, J. P. Mackenbach, 8. Nayha, and I. Vuori, “Heat Related Mortality in Warm and Cold Regions of Burope:
Observational Study,” British Medical Jorrnal 321 (2000): 670-73; G. Barnett, “Temperature and Cardiovascutar Deaths in the
U.S. Eldery: Changes over Time,™ Epidemiology 18 (2007): 369-72.

20 Braga ct al., “The Time Course of Weather-Related Preaths”; Braga et al., “The Effect of Weather,”

21 Braga et al,, “The Thne Course of Wearther-Related Deaths'; Medina-Ramon and Schwartz, “Temperature, Temperature
Extremes, and Mortality”'; Knowllon K, Lynn B, Goldberg RA, Rosenzweig C, Hogrefe C, Rosenthal JK, Kinney PL, "Projecting
heat-retated mortality impacts under a changing climate in the New York City region,” American Jowrnal of Public Health 97
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INTERIOR HEATING AND AIR-CONDITIONING

Interior heating in the wintertime and air-conditioning in the summertime protect
against deaths from heart disease, stroke, and respiratory disease. For populations
over time and in regions facing episodes of extreme weather, adequate heating in winter
and air-conditioning in summer play key roles in promoting public health: %

¢ Poorly insulated dwellings and low indoor temperatures in bedrooms and living
rooms are associated with greater numbers of deaths, especially in regions with
warmer winters.” Among people living with chronic obstructive pulmonary disorder,
those whose living rooms in the wintertime are warm (21 degrees Celsius or 70
degrees Fahrenheit and higher) fewer than nine hours per day have significantly
poorer respiratory health than those whose living rooms are warm for at least nine
hours per day.** Older residents in East London arc 60 to 70 percent more likely to
expericnce an emergency hospitalization in wintertime if they live in a neighborhood
where high home energy burdens are more common. > Central heating lowers the
odds of wintertime death for older residents, *® and studies from the United Kingdom
and New Zealand as well as the United States document the improved health and
quality of life reported by fow-income residents of newly weatherized dwellings.”

no.11 (2007): 2028-2034; Knowlton K, Rotkin-Ellman M, King G, Margolis HG, Smith B, Solomon G, Trent R, English P, "The

2006 California heat wave: impacts on hospitalizations and emergency department visits,” Environmental Health Perspectives 117
ne. 1 {2009): 61-67.

22 F. Ballester, P. Michelozzi, and C. Inigucz, “Editorial. Weather, Climate, and Public Health,” Jonrnal of Epideniiology and
Communnity Health 57, no. 10 (2003): 759-60; Davic ct al., “Trends and Determinants of Excess Winter Mortality™; J. Hassi,
“Cold Extremes and Impacts on Health,” in Extrene Weather Events and Public Health Responses, ed. W. Kirch, B. Menne, and
R. Bertollini, 59-67 {New York: Springer-Verlag, on behalf of the World Health Organization, 2005); Hajat ¢t al., “1fcat-Related
and Cold-Related Deaths™; Ishigami ct al,, “An Ecological Time-Scrics Study™; Curricro, ¢t al,, “Temperature and Mortality in 11
Citics™; R. E. Davis, P. C. Knappenberger, P. ). Michaels, and W. M. Novicoff, “Changing Heat-Related Mortality in the United
States,” Envirommental Health Perspectives 111, no. 14 (2003): 1712-18; Barnctt, “Temperature and Cardiovascular Deaths.”

23 Eurowinter Group {W. R. Keatinge, G. C. Donaldson, K. Bucher, G. Jendritzky, E. Cordioli, M. Martinclli, K. Katsouyanni, A. E.
Kunst, C. McDonald, 8. Nayha, and 1. Vuori), “Cold Exposure and Winter Mortality from Ischacmic Heard Disease,
Cerebrovascular Disease, Respiratory Discase and All Causes in Warm and Cold Regions of Europe,” The Lancet 349 (1997):
1341--46; ). D. Healy, “Excess Winter Mortality in Europe: A Cross Country Analysis Identifying Key Risk Factors,” Jowrnal of
Epidemiology and Community Health 57, no. 10 (2003): 784-89.

24 L. M. Osman, J. G. Ayres, C. Garden, K. Reglitz, J. Lyon, and J. G. Douglas, “Home Warmth and Health Status of Paticnts with
COPD,” European Jowrnal of Public Health 18, no. 4 2008): 399-405.

25 L. Rudge and R, Gilchrist, “Excess Winfer Morbidity among Okder People at Risk of Cold Homes: A Population-Bascd Study in a
London Borough,” Journal of Public Health 27 (2005): 353--58.

26 P. Aylin, 8. Moris, J. Wakefield, A. Grossinho, L. Jarup, and P, Elliott, “Temperature, Housing, Deprivation and Their
Relationship to Excess Winter Mortality in Great Britain, 1986-96,” International Journal of Epidemiology 30, no. 5 (2001):
1100108,

27 E. L. Lloyd, C. McCormack, M. McKeever, and M. Syme, “The Effect of hiproving the Thermal Quality of Cold Housing on
Blood Pressure and General Health: A Research Note,” Journal of Epidemiology and Community Health 62 (2008): 793-97; P.
Howden-Chapman, A. Matheson, k. Cranc, H. Viggers, M. Cunningham, T, Blakely, C. Cwnningham, A. Weodward, K. Saville-
Smith, D, O’Dea, M. Kennedy, M. Baker, N. Waipara, R. Chapman, and G. Davic, “Etfect of Insulating Existing Houses on
Health Inequality: Cluster Randomised Study in the Commwnily,” British Medical Journal 334, no. 7591 (2007): 460; N. Shortt
and J. Rugkasa, ““*The Walls Were So Damp and Cold”: Fuel Poverty and TIE Health in Northern Irefand: Results from a Housing
Intervention,” Health Place 13, no. 1 (2007): 99-110.
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¢ Indoor cooling, especially central air-conditioning, is keg/ to saving lives and
mitigating the heat-related impacts of climate warming. *® Studies of heat waves in
Philadelphia, Chicago, and Cincinnati confirm the risk posed by high temperatures in
upstairs sleeping areas and the efficacy of air-conditioning to reduce the frequency of
heat-related death.” Looking at the general population over time, people living in
homes with central air-conditioning are 42 percent less likely to die than those living
in homes without air-conditioners, with positive effects secen for window air-
conditioning units in smaller residences.’® And a study of deaths in Pittsburgh,
Chicago, Detroit, and Minneapolis-St. Paul finds a 5 percent higher heat-related death
rate among African Americans than white residents and concludes that more than
two-thirds of this racial disparity reflects the lack of central air-conditioning among
African-American households surveyed. *’

LOWER SOCIOECONOMIC STATUS

Lower socioeconomic status is associated with a greater risk of temperature-related
death, particularly for older adults. Poverty and low-mcome status in the United States
are associated with unsafe indoor temperatures and, through this link, with adverse health
outcomes.* Research suggests that access to, use of, and efficacy of home heating and
cooling increase as household income increases.

28 E. M. Kilboume, K. Choi, 1. 8. Jones, and 8. B. Thacker, “Risk Factors for Heatstroke: A Casc-Control Study,” Jowrnal of the
Amevican Medical Association 247 {1982): 3332-36; Mirchandani ¢t al., “Heat-Related Deaths in Philadelphia—1993"; M. P,
Naughton, A. Henderson, M. C. Mirabelli, R. Kaiser, J. L. Wilhelm, S. M. Kieszak, C. H. Rubin, and M. A. McGechin, “Heat-
Related Mortality During a 1999 Heat Wave in Chicago,” American Journal of Preventive Medicine 22 (2002} 221-27; G. C.
Donaldson, W. Keatinge, and S, Nayha, “Changes in Summer Temperature and Heat-Related Mortality Since 1971 in North
Carolina, South Finland, and Southeast England,” Enviranniental Research 91, no. 1 (2003): 1-7; Bamett, “Temperature and
Cardiovascular Deaths”; Medina-Ramon ct al., “Temperature, Temperature Extremes, and Mortality”; Ebi et al,, “Effects of
Global Change on Human Health.”

29 Naughtoen ¢t al., “Heat-Related Mortality”; Mirchandani et al., “Heat-Related Deaths in Philadelphia —1993%; Semenza et al,,
“Heat-Refated Deaths During the July 1995 Heat Wave™; R. Kaiser, C. H. Rubin, ¢i al., “Heat-Related Death and Mental lliness
During the 1999 Cincinnati Heat Wave,” American Journal of Forensic Medical Pathology 22 (2001): 303-07.

30 E. Rogot, P. D Sorlie, and E. Backlund, “Air-Conditioning and Mortality in Hot Weather,” American Jowrnal of Epidemiology
136 (1992): 106-16.

3

M .S. O’Neill, A. Zanobeiti, and J. Schiwartz, “Disparities by Race in Heat-Refated Mortality in Four U.8. Citics: The Role of Air
Conditioning Prevalence,” Journal of Urban Health 82, no. 2 (2005): 191-97.

32 The relationship between indoor exposures and poveriy or socioecanomic status in European Union (EU) countrics differs from
that in the United States, given stronger supports for affordable housing in EU countries and the quality of the housing stock more
generally. P. Wilkinson, M. Landon, B. Armstrong, et al., Cold Conifore: The Secial and Environmental Determinants of Excess
Winter Death in England, 19861896 (Bristol: The Policy Press, 2001); N. Gouveia, S. Hajat, and B. Amstrong, “Sociceconomic
Differcntials in the Temperature-Mortality Relationship in Sao Paulo, Brezil,” nternational Jonwrnal of Epidemiology 32 (2003);
390-97; F. Canoui-Poitrine, E. Cadot, A. Spira, Groupe Régional Canicule, “Excess Deaths During the August 2003 Heat Wave
in Paris, France,” Revwe o 'Epidemivlogie et de Sante Publigue 54 (2006): 127-35; Hajat, Kovats, and Lachowyez, “Heat-Related
and Cold-Related Deaths in England and Wales™; . Wilkinson, 8. Pattenden, B, Amnstrong, A, Fletcher, R, 8. Kovats, P.
Mangtani, and A. J. McMichael, “Vulnerability to Winter Mortality in Elderly People in Britain: Population Based Study,” British
Medical Jowrnal 329, no. 7467: 647.
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Heating:.33

¢ Almost all households have space-heating equipment, but households eligible for the
Low-Income Home Energy Assistance Program (LIHEAP) * are less likely to have
such equipment (1.6 percent, versus 1.1 percent of all households) and twice as likely

to not use heating equipment that they have (1.6 percent, versus 0.7 percent of all
households).

*» LIHEAP-eligible households are more likely to live in homes that lack adequate
insulation (24.9 percent, versus 18.4 percent of all households) and are more likely to
report that their home is too drafty most of the time (14.5 percent, versus 10.5 percent
of all houscholds).

Coaling:

¢+ LIHEAP-eligible households with air-conditioning are much more likely than all
households with air-conditioning to have window or wall air conditioning units
(45.3 percent versus 30.9 percent, respectively).

e A recent national survey of LIHEAP-recipient households finds that only 62 percent
use air-conditioning as a primary means to keep cool in summer.>®

Lower socioeconomic status means greater risk of temperature-related death, especialty
for older adults.>” Other socioeconomic indicators of temperature-related death include
social isolation, gender, black ethnic or racial identity, and housing conditions that

33 Data in this section arc from the U.S. Department of Encrgy, Encrgy Information Administration {2009), Fable HC7.5, “Space
Heating Usage Indicators by Houschold Income, 2005,”

hitp/www.cia.doe.govienmeu/recs/recs2005/he2005_tables/heIspaceheatingindicators/pdfablche7.5.pdf (accessed 04/08/10).

34 Federal statute limits LIHEAP cligibility to houscholds with incomes that do not exceed 150 percent of the federal poverty level
or 60 percent of fie state median income, whichever is greater.

35 U.S, Department of Encrgy, Energy Information Administration (2009}, Table HC7.6, “Air Conditioning Usage Indicators by
Houschold Income, 2005,

http:/Awww.eia.doc.goviemen/rees/tees2005/Me2005_tableshcTairconditioningindicators/pdfiablehe?. 7.pdf (accessed 04/08/10).

36 WNational Encrgy Assistance Directors Association (NEADA), #2008 National Telephone Sample Survey” (Washington, DC:
Apprise, Inc., unpublished and avatfable from NEADA),

37 Kilboume, “Temperature and Health.”
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concentrate heat indoors.™ The income gradient widened by high home energy prices
also contributes to health disparities related to home energy, such as food insecurity:*

¢ Older residents in low-income households of the northern United States are more
likely to go hungry in late winter, while similar households in the South are more
likely to go hungry in late summer, reflecting the costs of heating and cooling. 40

¢ In northern states, poor families with children spend less on food and more on home
fuel, and their children have lower caloric intake during the winter months, than
higher income families*'

HIGH AND RISING HOME ENERGY PRICES: A THREAT TO LOW- AND
MODERATE-INCOME HOUSEHOLDS

Acco1d1ng to data from the Energy Information Admmlstlatlon the average cost to heat
homes in winter has increased by 27.3 percent since 2005.* Dmmg the same time
period, the use of air condltmnmg has also become more expensive as the puce of
residential electrical service (cents per kilowatt houn) has jumped 22 percent.*® The trend
is likely to continue as electrical utilities invest in more modern infrastructure, pay more
for fuel, and respond to new regulatory policies related to climate change. ™

38 Curiero ¢f al., “Temperature and Mortality in 11 Cities™; J. Diaz, A. Jordan, R. Gareip, C. Lopez, J. C. Alberdi, E. Hemandez,
and A, Otero, “Heat Waves in Madrid 1986-1997: Effects on the Health of the Elderly,” fnternational Archives of Occupational
and Envirenmiental Health 15 (2002): 163-70; Kaiser ct at., “The Effect of the 1995 Heat Wave in Chicago™; Naughton et al.,
“Heat-Related Mortality™; M. O'Neill, A. Zanobetti, and J. Schwartz, “Modificrs of the Temperature and Mortality Association in
Seven U.S. Cities,” American Journal of Epidemiology 157 (2003): 1074-82; O'Neill, Zanobetti, and Schwantz, “Disparities by
Race in Heat-Related Mortality™; M. Medina-Ramon, A. Zanobetti, D. P, Cavanagh, and 1. Schwartz, “Extreme Temperatures and
Moriality: Assessing Effect Modification by Personal Characteristics and Specific Causc of Death in a Multi-City Case-Only
Analysis,” Emvironmental Health Perspeetives 114 (2006): 1331-36; J. Schwartz, “Who Is Sensitive 10 Extremes of Temperature?
A Case-Only Analysis,” Epidemiology 16 (2005); 67--72; Zanobeiti and Schwartz, “Temperature and Mortalily in Nine U.S.
Citics.”

39 N, Adler and D. Rehkopf, “U.S. Disparitics in Health: Descriptions, Causes, and Mechanisms,” dnnual Reviews in Public Health
29 (2008): 235-52; M. 8. O’Neill, A. ). McMichael, J. Schwartz, and D. Wartenberg, “Poverty, Environment, and Health: The
Role of Enviremmental Epidemiology and Environmental Epidemiologists,” Epidemiology 18 (2007): 664-68.

40 M. Nord and L. 5. Kantor, “Scasonal Variation in Feod Insccurity Is Assoctated with Heating and Cooling Costs antong Low-
Income Elderty Americans,” Journal of Nutrition 136 (2006): 293944,

41 1. Bhattacharya, T. Delcire, 8. Haider, and 1. Currie, “Heat or Eat? Cold-Weather Shocks and Nutrition in Poor Amcerican
Familics,” American Jonrnal of Public Health 93 (2003): 1149-54.

42 Expenditures are in nominal terms and not adjusted for inflation, U.S. Departiment of Encrgy, Energy Information Administration,
Short-Term Encrgy Quilook (March 2010), Table WFOL, “Average Consumer Prices and Expenditures for Heating Fuels During
the Winter,” hitp:/ifwwiw.cin.doe. gov/pub/forecasting/steo/oldsteos/mark 0.pdf (aceessed 5/18/2010).

43 U.S. Department of Energy, Encrgy Information Administration (2010}, Table 5.3, “Average Retail Price of Electricity to
Ultimate Customers: Total by End-Use Sector, 1996 through February 2010,
hittp:/www.eia.doc.gov/eneaficlectricity/epmAables_3.htmi (accessed 5/18/2010).

HU.S. Department of Energy, Fnergy Tnformation Adiministration (2010), Anmial Energy Outlook 2010, p.66; Rebecca Smith,
“Lhilities Seck Round of Rate Increases," Wall Street Jonrnal November 27, 2009; Scott DiSavino, "U.S. Power Bills Down, But
Not For Leng," Reuwters, August 25, 2009,
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In fiscal year (FY) 2007, the most recent year for which such data are available, the
average residential energy expenditure for all households was $1,986, the mean home
energy burden (the proportion of a household’s budget allocated for utility bills) was 7
percent, and heating costs and cooling costs accounted for about 41 percent (28 percent
and 13 percent, respectively) of residential energy expenditures.*’ Households efigible
for LIHEAP spend less on energy ($1,715) on average but carry nearly twice the home
energy burden (13.5 percent), while households enrolled in LIHEAP spent about an
average amount ($1,900) but 16 percent of their annual income (see Figure 1). On
average, LIHEAP-enrolled households have lower incomes than LIHEAP-¢ligible
households.

Figure 1.
Low Income Households Carry Heavy Home Energy Burden

7.0%
3.6%

| I— AR S A

e ——

Sy

All Households Non Low Income Low Income LIHEAP Recipients

Source: U.S. Department of Health and Human Services, Administration for Children and Families, Office of
Community Services, Division of Energy Assistance. LIHEAP Home Energy Notebook for FY 2607 (Washington,
DC: USDHHS, 2005).

High and rising energy prices have a disparate impact on households that include older
adults, even though they consume less energy than households without older adults. In
fact, households that include older adults use about 5 percent less energy, reflecting
smdliel homes, and among these households those at or below the federal poverty fevel
use about one-third less energy.* Natlonally, and in all regions of the country (Northeast,
Midwest, South) except the West, low-income households that include older adults use
energy more intensively—that is, they consume more energy per square foot of living

45 U.5. Department of Health and Human Services, Administration for Children and Families, Office of Community Services,
Division of Energy Assistance, LIHEAP Home Energy Notebook for I'Y 2007 (Washington, DC: USDHHS, June 2009).

46 1. Howat and P. Taormina, “Home Encrgy Costs: The New Threat te Independent Living for the Nation’s Low-Income Elderly,”
Clearinghouse REVIEW. Journal of Poverty Law and Policy 41 (2008): 552-68.
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spacc—than do households above the poverty line. This use reflects the fact that these
households are more likely to have older, tess energy-efficient appliances such as
lcfugc:iatms and hcatmg cquipment. Because of this disparity, these households pay more
and receive less, in terms of home energy, than the average houschold.

While encrgy prices have risen, median incomes have stagnated, especially for low- and
moderate-income houscholds. As a result, home cnergy burdens, have increased:

¢ Between 2001 and 2006, home energy burdens for poor, older adults living in two-
person households rose significantly.*® For such households whose incomes are less
than 150 percent of the federal poverty levels, average energy burdens grew by
almost 25 percent in the Notrtheast (to 9.6 percent) and South (to 8.2 percent), and by
more than 10 percent in the Midwest (to 7.5 percent).*

¢ The home energy affordability gap, which illustrates differences between what low-
income houscholds are billed and what they can afford to pay, has more than doubled
between 2002 and 2007.%°

e Since the early 1970s, white median household incomes have risen, the volatility of
income has increased; and the chance that a household headed by a working-age adult
(ages 25 through 65) will experience a significant loss of income has increased by
almost 50 pelcent

LIHEAP IMPROVES ACCESS TO HOME ENERGY

LIHEAP improves access to home energy, but it has not kept pace with need and
does not guarantee basic, affordably priced utility service, LTHEAP, the single largest
source of federal income support for home energy costs, provides eligible low-income
households with financial assistance to offset the costs of heating and cooling their
homes. According to the most recent data from the U.S. Department of Health and
Human Services (FY 2007), an estimated 5.3 million houscholds received an average of
$320 in winter hcatmg or winter crisis assistance, and 600,000 households received an
average of $171 in summer cooling or summer crisis assistance,’

47 Howat and Taormina, “Home Energy Costs: The New Threat.”
48 Ibid.
49 Ibid. These figures do not reflect significant energy price increases seen in 2007 md these predicted for the future.

50 This measure aggregates counly-level measures of total energy bills, weighted by the proportion of low-income residents

(houseltolds earning less than 185 percent of the poverly level); see hittprfwww. homeenerpyaffordabilitygap.com. A home energy
burden is defined as affordable if bills are less than 0 percent of household income.

51 P. Gosselin and S. Zimmerman, “Trends In Income Volatility end Risk, 1970-2004,” Urban Institute Working Paper
(Washington, DC: The Urban Institute, 2008).

52 USDHHS, LIHEAP Home Energy Notebook for FY 2007,
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Unfortunatety, LIHEAP benefits cover only a portion of home energy costs. In fact, the
percentage of the total home heatmg bill coveled by LIHEAP benefits decreased from 23
percent in 1981 to 10 percent in FY 2007.°

Moreover, the number of households that receive LIHEAP assistance represents only a
small fraction of income-eligible households. More than 33.8 million households—which
included more than 13,7 million households that had at least one member 60 years of age
or older—were income-eligible for LIHEAP in FY 2007.** Millions more households
became eligible during FY 2009 as many states increased their maximum income
eligibility guidelines for LIHEAP from 60 percent to 75 percent of state median income.

Congress nearly doubled the federal allocation for LIHEAP from $2.6 billion in F'Y 2008
to $5.1 billion for FY 2009. The increase provided a much-needed infusion of support for
the program:

¢ The purchasing power of LIHEAP dollars jumped to approximately 56 percent of the
average cost to heat a home, the highest percentage since the program began.

» The average grant increases modestly to an estimated $543.

¢ The number of households served rose by 25 percent, or an additional 1.9 million
households. >

Nevertheless, the 7.7 million housecholds who received LIHEAP dmmg 2009 was less
than one-quarter of the number estimated to be income-eligible.*®

Households that cannot afford to pay their utility bills face the possibility of having their
utility service disconnected. While LIHEAP can help prevent shutoff of essential utility
service by making payment more affordable, millions of residential consumers, inchiding
marny LIHEAP-¢ligible and -assisted households have their electricity or natural gas
service terminated for failing to pay their bills.”” Most states offer only limited
protections to prevent the shutoff of regulated home utility service for nonpayment, and
there are no regulatory protections governing delivered fuels, such as heating oil,
propane, and wood. According to the National Center for Appropriate Technology's
LIHEAP Clearinghouse, 40 states have seasonal moratoria on the shutoff of electricity or
natural gas during the wintertime, 10 states have seasonal moratoria for the summer

53 USDHHS, LIHEAP Home Energy Notebook for IY 20667,

54 The number of cligible households is calcnlated using state-level income guidelines. USDHHS, LIHEAP Home Energy Nofebook
for FY 2007,

55 NEADA, “Low Income Home Energy Assistance Program — Progiam Purchasing Power,” (unpublished memo: NEADA, October
6, 2008, available from Mark Walfe, mwolfe@neada.org),; NEADA, “Table 1 LIHEAP Winter Heating Households Served FY
09 & FY 10 Projected (Revised 02-23-10),” press release available at hittp/www.neada.org/communications/press/2010-62-
22/Tablel-LIHEAP10ProjServed.pdf (accessed 04/08/10).

56 Ibid.

57 8. Sloang, M. Miller, B. Barker, and L. Colosime, “2008 National Association of Regulatory Utility Commissioners (NARUC)

Collections Survey Reportt,” hitp/iwww.naruc.org/Publications/2008%20NARUC%2 0Colections%6208urvey% 20R eport.pdf
(accessed 04/08/10).
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months, and 43 states have limited protections against shutoffs on the grounds of life-
threatening or sertous illness (usually a delay in a scheduled shutoff for nonpayment if a
health care practitioner cextifies poor health).*® Only eight states have utility shutoff
protections specifically for older adults, two of which protect against shutoffs during
summertime and wintertime, while six offer protection only during the wintertime.

Low-income energy assistance, and related utility rate discount programs, where offered,
help increase access to moderate indoor temperatures and temper the stress that high
utility bills place on household budgets. Smart public policy, however, also involves
weatherization and energy efficiency measures, utility shutoff protections, and
guaranteed basic levels of service, as well as public education to inform individual
decision making about using and conserving home energy.

NATIONAL ENERGY ASSISTANCE SURVEY

Unaffordable home energy subjects many older adults to direct and indirect threats
to their health and safety. A survey released by the National Energy Assistance
Directors® Association indicates that LIHEAP-enrolled households that include an older
adult are particularly vulnerable to adverse health outcomes related to high home energy
burdens (see figure 2) and frequently make difficult choices that pose both direct and
indirect risks to health.>

58 LIHEAP Clearinghouse, “Seasonal Termination Pretection Regulations,” table prepared by the National Center for Appropriate

Technology, 2009, hitp://liheap.neat.org/ Disconnect/Seasonal Disconnect. htm (accessed 12/25/09).

59 The concept of two main pathways through whicl houschold energy burden affects health is developed in Child Health hnpact
Working Group, Unheaithy Consequences: Energy Costs and Child Health (Boston, MA: Child Health impact Working Group,
2006). Unless otherwise noted, all findings reported in this section are from a 12-state telephene sample survey of houscholds
recetving an LIHEAP benefit. Sce NEADA, “2008 National Encrgy Assistance Survey” (Washington, DC: Apprise, Inc., 2009),
available from Mark Welfe, mlwolfe@ncada.org.
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Figure 2.

Health Status Makes LIHEAP Households with an Older Adult Particularly
Vulnerable to Unaffordable Home Energy

Have a household member with a
medical condition* that makesthem
sensitive to extreme temperatures

80%

55%
Report fair or poor health status
Have a household member who

depends on an electrically-powered
medical device

Have household member who needs
help with an activity of daily living**

* including asthma, emphysema, chrenic obstructive pulmonary disorder {COPD), diabetes, high blood pressure,
heartdisease, or stroke

** helpwith personal care needs because of a physical, mental or emotional problem

Source: National Energy Assistance Directors' Association. 2008 National Energy Assistance
Survey (Princeton, NJ: Apprise, inc., 2009). Available from Mark Wolfe, mwolfe@neada.org.

Direct threats to health:

Health is at risk directfy through exposure when heat is turned down in winter or air-
conditioning is turned off in summer, when unsafe means are used to heat or light homes,
and when utility service is lost due to nonpayment. Substandard dwellings may be hard or
impossible to keep within a moderate temperature range, and excessive humidity may
lead to mold growth that increases the likelihood of respiratory disease. The following
statistics pertain to LIHEAP-enrolled households that include an older adult:

¢ In response to high home energy prices perceived as unaffordable, 46 percent report

closing off part of their home for at least one month a year, 24 percent maintain their
home at what they perceived as an unsafe or unhealthy temperature, and 17 percent
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repott leaving their home for part of the day because they were unable to maintain
moderate indoor temperatures. ©°

¢ More than one-quarter (27 percent) report using the kitchen stove or oven for heat,
and 4 percent use candles or lanterns because of loss of utility service for
nonpayment. *!

e More than one-quarter (28 percent) report skipping payment of a utility bill or paying
fess than the full amount, 19 percent received a shutoff notice for nonpayment within
the past year, and 6 percent report the loss of either electrical or natural gas service
for nonpayment. >

¢ One in six (17 percent) report that they were unable to use their main heating source
at some point during the previous year because they did not have the money to
accomplish one or more of the following: fix or replace a broken furnace; purchase
bulk fuel such as heating oil, propane, or wood; or prevent the shutoff of utility
service for nonpayment..

¢ One in eight (12 percent) report that they were unable to use their air-conditioning at
some point during the previous year because they did not have the money to
accomplish one or both of the following: fix or replace a broken air conditioner; or
prevent the shutoff of electricity for nonpayment, *

Indirect threats to health:

Financial siress poses indirect threats when households must make difficult decisions in
the face of competing demands for limited dollars. This scenatio is commonly described
as “heat or eat,” making vivid the trade-offs between paying a utility bill and purchasing
groceries or medications. The following statistics pertain to LIHEAP-participating
households that include an older adult:

o Three-quarters (74 percent) report cutting back on the purchase of household
necessities because of high home energy bills, ®

e Nearly one-quarter (24 percent) report going without food for at least one day
because of energy bills in the past five years, %

60 NEADA, “2008 National Encrgy Assistance Survey,” Table 1V- 178, Table 1V-18B, Table 1V-19B.
61 Ibid., Table IV-20B, Table 1V-37B.

62 Ibid., Table iV-22B, Table 1V-23B, Table IV -27B.

63 ibid,, Table IV-31B,

64 Ibid., Table IV-34B,

65 Ibid., Table IV-14B.

66 Ibid,, Table 1V-508,
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+ Almost one-third (32 percent) report going without medical or dental care because of
energy bills in the past five years, and 31 percent report neglecting to fill a medical
prescription or taking less than a full dose because of high energy bills.*’

¢ One in six (15 percent) report being unable to paﬁy energy bills because of medical or
prescription drug expenses during the past year..

MAKING THE CONNECTIONS: HIGH HOME ENERGY BURDENS AND
POLICY PRIORITIES

Policies and programs to address the health threats posed by high home energy prices can
build on existing efforts in the areas of energy, long-term care and health care reform,
and livable communities,

ENERGY

The high cost of basic home utility service threatens the economic security of low- and
moderate-income houscholds and by extension, the health and well-being of houschold
members. Affordable energy policies promote population health.

The ultimate goal of home heating and cooling is to maintain moderate indoor
temperatures. Meeting energy needs affordably has been a consistent challenge for too
many households and could become even more problematic as energy prices increase in
response to efforts to reduce greenhouse gas emissions. Full funding of LIHEAP in recent
years has enabled many states to raise their maximum incone eligibility guidelines, the
size of individual awards, and the numbers of households enrolled. However, LIHEAP
still services only about one-quarter of eligible households..*

Recognizing that a host of issues can make young children and older adults more
vulnerable to temperatures that deviate from a moderate range, some states prohibit or
limit the dlsconnectlon of residential energy services for households with members of
certain ages..”” Many states offer a limited protection against mvohmtaiy loss of home
utility service for people facing life-threatening circumstances or serious illness.
Typically, these protections take the form of a delay or extension in the schedule for a
shutoff, which is set in motion by the peuodlc filing of a medical certification with the
state energy office or utility company..” Only a handful of states prohibit shutoffs

67 lbid., Table 1V-51B, Table IV-52B.
68 1bid., Table 1V-53B.

69 NEADA, "“LIHEAP Progran Purchasing Power,” unpublished memo, November |1, 2009, available from Mark Wolfe,
miwolfe@neada.org .

70 LIHEAP Clearinghouse, “State Disconnection Policics,” table prepared by the National Center for Appropriate Technology, 2009,
hitp:Aliheap peat.org/Disconnect/disconnect.hin (accessed 12/25/09).

71 LHEAP Clearinghouse, “Scasonal Tenwination Protection Regulations,” table prepared by the National Ceater for Appropriate

Technology, 2009, http:/lihcap.ncal.org/Disconnect/SeasonatDisconnegt.htm (accessed 12/25/09).
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altogether for people facing significant health challenges. Current practice does not
acknowledge the difficulty that the average low-income household has in maintaining
regular access to appropriate health care so that a medical provider can file such a notice.

Some recent policy initiatives pose threats to the health of older people. At the local,
state, regional, and national levels, policymakers and industry groups have initiated
efforts to shift and dampen consumer demand for electricity. These efforts have focused
on the deployment of advanced metering technology and a variety of new pricing
programs that vary the price of electricity based on the time of day.’* These demand-
response policies not only create financial incentives and indirect pressure to reduce
consumption but also pose a potential threat to health and safety for consumers who must
pay more tor electricity because they cannot shift their usage from higher cost peak times
to lower cost off-peak times. These policies raise other concerns as well:

» Installing advanced meters, and related technology is expensive and expected to be
financed by utility customers, adding to the cost of residential electricity.

s  While traditional meter technology requires a visit to the customer’s premises to
disconnect service for nonpayment or other reasons, advanced meters typically
include a switch that allows the utility to disconnect service from a retote
jocation. The use of this functionality could result in an increase in the volume of
disconnections for nonpayment and have adverse impacts on health and safety if
utilities do not visit the customer’s premises at the time of disconnection. In this
regard, a site visit allows utility field personnel to observe individual customer
circumstances and identify signs of potential medical emergencies and other safety
risks associated with the loss of service. It also provides customers with opportunity
to pay any delinquencies on their bill and ensures that they are aware of the
impending action. The potential danger of remote disconnections is exemplified in the
case of a 93-year-old Michigan resident who died of hypothermia inside his home, the
result of a service limiter being tripped.”

HEALTH SERVICES AND LONG-TERM CARE

Exposures to exireme temperatures and lack of access to home energy assistance are
associated with greater use of health services, especially by older adults with chronic
health conditions. Published studies document the greater use of health services that
result from exposures to excessive heat or cold and the potential of high home energy
burdens to destabilize the national movement to promote aging in place and independent
fiving.

72 B. Alexander, “Smart Meters, Real Time Pricing, and Bemand Response Programs: Implications for Low Income Electric
Customers,” unpublished paper, revised May 30, 2007, avaitable from Barbara Alexander, barbalex@etel.net.; N. Brackway,
“Advanced Metering Infrastructure: What Regulators Need to Know aboat Its Value to Residential Customers™ (Silver Spring,
MD: National Regulatory Rescarch Iustitute, 2008); N. Walters, Can Advanced Metering Help Reduce Electricity Costs for
Residemtial Consumers? AARP Insight on the Issues no. 18 (Washington, DC: AARP, 2008).

73 D. Epgent, “Freezing Death of Michigan Man, 93, nside House Sparks Anger; City Utility Cut Power with Limiter,” Associated
Press, January 28, 2009,
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One implication of these findings is that efforts to strengthen access to affordable energy
and ensure protections against shutoffs of basic service can reduce the economic costs of
avoidable health care services, improve patient health status, and facilitate independent
living. This relationship between home energy and health services is analogous to the
connection between the use of primary health care and potentially avoidable
hospltahzation Hospitalizations can be avoided with sufficient access to primary care.’
Similarly, in the context of high home energy burdens, avoidable hospital visits and
admissions for heat- and cold-sensitive conditions suggest the need to strengthen access
to affordable energy and to ensure protections against shutoffs of basic service.

In the federal LIHEAP statute, Congress recognizes that affordable home energy has
important implications for the health and safety of older adults (defined as at least 60
years of age), young children (up to age 6), and people living with a disability. The
statute identifies these three populations in its definition of households that have the
“highest home energy needs” and identifies them as priorities for outreach and
enrollment.

The federal statute gives each state and tribal LIHEAP program the option of allowing
households to demonstrate eligibility for the program based on their participation in other
means-tested programs rather than having to provide evidence of income. Known as
categorical eligibility, the option of using other low-income assistance programs,
including Temporary Assistance for Needy Families (TANF), Supplemental Security
Income (SSI), and the Supplemental Nutrition Assistance Program (food stamps), as
proxies for income eligibility gives states more flexibility and provides the opportunity to
identify and serve households that are at risk of adverse health outcomes from high home
energy burdens. For instance, SSI provides monthly benefits to 7.5 million fow-income
individuals who live wﬁh a 31gmf' cant disabling condition, who are legally blind, or who
are at least 65 years old..”” States likely would reach even more of those most at risk of
adverse health outcomes if categorical eligibility were extended to targeted groups of
medically frail individuals, as identified through their participation in health services and
receipt of long-term care services. For example, consider the following statistics that
pertain to approximately 12.6 million Medicare beneficiaries who are at least 65 years old
and who live in households that are mcome eligible for LIHEAP (carning no more than
150 percent of the federal poverty level)

74 A. B. Bindman, K. Grumbach, D. Osmand, M. Komaromy, K. Vranizan, N. Lurie, ], Billings, and A, Stewart A, “Preventable
Hospitalizations and Access to Care,” Journal of the American Medical Association 274, no. 4 (1995): 305-11.

75 SSlis a federal entitlement program providing monthly income support for members of low-income houscholds who live with a
significant disabling condition, who are legally blind, or who arc at [east 65 years of age. Social Sccurily Administration, 557
Annual Statistical Report, 2007, SSA Pub. No. 13-11827 (Washington, DC: SSA, 2008).

76 Estimates cited in this paragraph arc from Kaiser Family Foundation (KFF), Urban Instilule, and Kaiser Coimmission on Medicaid
and the Uninsured, based on the U.S. Census Burcau, *March 2007 and 2008 Current Population Survey,” CPS: Annual Social
and Economic Supplements (Washington, DC: U.8. Census Burean, 2008, 2009), http://statchealihfacts.org (04/20/09).
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» Nearly 9.4 million are eligible to enroll in the Medicare Part D Low-Income Subsidy
for assistance paying for prescription drugs.””

o About 6.2 million are fully eligible for Medicaid subsidy of health care expenses not
covered under Medicare. ”®

Long-term care arrangements for older adults who are seriously ill or disabled should
acknowledge the importance of affordable home energy, Most states have Medicaid
waiver programs that pay for home- and community-based services for income-¢ligible
people who otherwise might enter a nursing home. Some 1.3 million people receive
support to stay in their homes under Medicaid waivers, and many more are eligible and

77 KFF statchealthfacts.org, cstimate for 2008 from Centers for Medicare and Medicaid Services (CMS), Office of External Affairs,
released January 31, 2008,

78 KFF, statehealthfacts,org, Urban Institute estimates for 2003 based on data from the Medicaid Statistical nformation System
{MSIS) prepared for the Kaiser Conunission on Medicaid and the Uninsured.
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on waiting lists for waiver slots..”” Affordable home energy and adequate indoor
temperatures are an important support for the success of home- and community-based
services, stabilizing the home environment and freeing up dollars in the household
budget. Although federal Medicaid funds may not be used to pay for home utility service,
some states, such as Florida, have carried out demonstration projects (cash and
counselmg) that give participants greater 1at1’rude in how funds for long-term care
services are used, including to pay utility bills. % Access to basic home utility service can
be considered pait of accommodations made under the Americans with Disabilities Act to
guarantee that people who are ill or disabled enough to live in a nursing home have the
option to live in a community setting instead,®

Strengthening the comiections between affordable home energy and health requires a
greater understanding of affordable energy issues among clinicians, health care
administrators, and analysts. Many in the health care community fail to recognize the role
of home energy as a support for the effective delivery of health services and long-term
care. Various studies indicate that health care and public health professionals, and the
clients and family caregivers they serve, need better information about the health and
safety threats posed by inadequately heated and cooled homes and the high home energy
burdens borne by low- and moderate-income households. 3 Preparing the health care
community for climate change will involve training providers and safety net workers to
recognize heat-related ailments and making them aware of the resources that can help at-
risk patients maintain access to healthy and comfortable temperatures, For example, a
health care practitioner’s ability to protect people facing life-threatening circumstances or
serious iliness against involuntary loss of home utility service (as discussed above)
depends significantly on the practitioner’s awareness of and able to comp]y with the
consumer protection regulations that govern utility service shutoffs. ®

LIvABLE COMMUNITIES

Ultimately, policies that promote adequate and affordable home energy use, and that
acknowledge the role of home energy as a support for the effective delivery of long-term

79 Estimate for 2004 from AARP, A Balancing Act: Stale Long-Term Care Reform (Washington, DC: AARP, 2008), Table A3.

80 On the cash and connscling demonsteation in Florida, see B. Phillips and B, Schneider, “Commonalitics and Variations in the
Cash and Counscling Programs across the Three Demonsteation States,” Health Services Research 42, no. 1 (2007): 397413,

81 A statc’s Obmsted plan, required under federal law, details how the state will provide tong-term earc supports to residents in the
least restrictive sciting available, R, Desonia, fs Conmnenity Care a Civil Right? National Health Policy Forum Backgrourd Paper,
2003, http://www.nhipforg (12/14/09).

82 R. Jackson and K. N. Shiclds, “Preparing the U.S, Health Community for Climate Change,” Annal Reviews in Public Health 29
(2008): 57-73; F. Matthics, G. Bickler, N. C. Matin, and 8. Hales S., eds., Heat-Health Action Plans. Guidance {Copenhagen,
Denmark: World Health Organization, 2008); ). Balbus, K, Ebi, L. Finzer, C. Malina, A. Chadwick, D. McBride, M. Chuk, and E.
Maibach, Are We Readv? Preparing for the Public Health Challenges of Climate Change (New York: Environmental Defense
Fund, 2008), http-//www.cdf.org/documents/7846_ArcWeReady_April 2008.pdf (accessed 04/08/10),

83 One such strategy, the Energy Chinic, has been developed at the Boston Medical Center. Energy Clinic activitics include training
for clinicians about how to prepare medical certification letters to prevent shutefls of home utility services for the familics of
pediatric patients --Adam Sege, Uhility Access and Health, A Mcdical-Legal Partnership Paticnts-to-Policy Case Study (Boston,
MA: National Center for Medical Legal Partnership, 2010). Available at itps// www.medical-lcpalparinership.org.
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care and health services to older adults, promote community dwelling that facilitates
personal independence and quality of life.

For example, prudent land-use planning recognizes that the urban heat island effect, or
how buildings and paved space 1etam heat locally, increases ambient temperatures and
raises the risk of premature death.®! Studies of differences in neighborhood temperatures
during the summer underscore the importance of access to air-conditioning in protecting
against the heat. In urban St. Louis, older adults are more likely to die during a heat wave
if they live in the more crowded blocks adjacent to the central business district, where
older, red brick buildings are more likely to retain heat overnight and where residents
tend to be ﬁom lower-income households and therefore less likely to have air-
conditioning.® In Phoenix, Arizona, temperatures vary by up to 7 to 12 degrees
Fahrenheit among urban, suburban, and urban fringe neighborhoods. *® The highest
temperatures are seen in the poorest neighborhoods, which are densely populated and
have little green or open space, and in newer middle-class areas that by design also
feature homes built in close proximity and that substitute desert landscaping for green
space. For residents of these middle-class Phoenix neighborhoods, access to central air-
conditioning and to swimming pools lowers the risks associated with the heat.

Policies that make affordable housing energy efficient lower the costs of heating and
cooling, preserve household budgetary assets, and protect the health and safety of
occupants. As such, these policies leverage the impact of public benefit dollars spent for
health care (Medicaid, Medicare) and food (Supplemental Nutrition Assistance Program,
Commodity Foods).

“Policies that promote walkable neighborhoods discourage crime, nurture
intergenerational social networks, and minimize (through these networks) social isolation
and the chances that weather extremes will lead to premature deaths, hospitaiiza‘rions, and
an increased burden of disability and dlsease among low- and mode1 ate-income
households that include older adults.®” For example, the Philadelphia Department of
Health maintains a partnership with a network of neighborhood block captains to support
the outreach efforts of city’s heat health warning/watch system during heat waves.
Working with city Health Department staff, the block captains—volunteers elected by
residents to organize neighborhood activities and projects with the city—disseminate
information as a heat wave develops and identify and evaluate the health status of
vulnerable local residents.™ This active and personal approach to conveying public
health information is particularly important for socialily isolated and older adults, who

84 K. E. Smoyer, “Putting Risk in Its Place: Methodological Considerations for Investigating Extreme Bvent Health Risk,” Social
Science and Medicine 47, n0. H (1998): 1809-24.

85 Ibid.

86 S.L. Harlan, A.J. Brazel, L. Prashad, W.L. Stefanov and L. Larsen, *Neighborhood Microclimates and Vulnerability to Heat
Stress,” Social Science and Medicine 63, no, 11 (2006): 2847-2863.

87 During heat waves, the most vulnerable are older people who live alone, have limited mobility, and are socially isolated. E.
Klinenberg, Heat Wave. A Social Autopsy of Disaster in Chicago (Chicago: University of Chicago Press, 2002); Kovats and
Hagat, “Heat Stress and Publie Health.”

88 Envirommental Protection Agency, Excessive Heat Event Guidebaok.
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tend to be less responsive to information disseminated through brochures and other more
passive means. >’

Finally, effective risk communication efforts help the public understand the threats to
health and safety posed by inadequate home heating and cooling, as well as exposures to
outdoor temperatures that are likely to vary dramatically and to change from historic
patterns because of climate change.”® For example, in implementing heat health warning
and watch systems in their communities, policymakers have taken advantage of various

communication strategies, including the following:
e Developing and disseminating information that summarizes health and safety risks

e Instructing members of the public about available municipal services to mitigate
summertime heat or winter cold

¢ Targeting messages to specific groups of at-risk residents

» Developing warnings that function effectively, for example, to discourage older
adults from using electric fans as a cooling sfrategy when temperatures climb into the
upper nineties.”’

The reviews of the heat health warning/watch system in Philadelphia indicate impressive
results. ”* Over its first three years (1995-1998), Philadelphia’s Hot Weather-Health
Watch/Warning System is estimated to have saved about 2,6 lives per day when a
warning s issued and for the three-days following the warming, for a total of 117 lives, at
an estimated total cost of $210,000.°* This cost is about 5 percent of the valuation of a
statistical life of one older adult, as estimated by the Environmental Protection Agency,
making a communications-based strategy a practically no-cost approach to saving lives.

POLICY RECOMMENDATIONS

The following recommendations could help address the serious and increasing health
threats posed by unaffordable home energy:

* Ensure that subsidies and discounts help make home energy affordable and
sustainable for households that inciude older adults. These households should have

89 Matihics et al., Heat-Health Action Plans.

90 E. W. Maibach, C. Roser-Renouf, and A. Leiserowilz, “Communication and Marketing as Climate Change-Totervention Assels: A
Public Health Perspective,” American Journal of Preventive Medicine 35, no. 5: 488-500.

91 Environmental Protection Agency, Excessive Heat Event Guidebook.

92 Environmental Protection Agency, Excessive Heat Event Guidebook, citing M. A. Palecki, S. A. Chagnon, and K. E. Kunkel,
“The Nature and Inpacts of the July 1999 Heat Wave in the Midweslern United States: Learning from the Lessons of 1995,
Bulletin of the American Meteorological Saciety 82: 1353-67.

93 K. L. Ebi, T.J. Teisberg, L. S. Kalkstein, L. Robinson, and R. F. Weiher, “Heat Watch/Waming Systems Save Lives. Estimated
Costs and Benefits for Philadelphia 1995-1998,” Bulletin of the American Meteorological Socicty 85, no. 8: 1067-73.
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the option to pay down utility arrearages (amounts due) while not jeopardizing
current payments, and should have priority access to energy-efficiency and
conservation services and to appliance replacement programs.

Assess the need for LIHEAP and the total amount of energy assistance for households
in terms not only of lowering the home energy burden (the percentage of household
income that must be spent for essential home energy services) but also the value
added through improved health and reduced threats to safety. Such an approach is

~ rooted in the perspective of the household, rather than that of the utility company.

Expand categorical eligibility for LIHEAP, weatherization services, and other
affordable energy programs to target groups identified as most at risk of adverse
health outcomes through their eligibility for Medicaid and Medicare programs, such
as state Medicaid waiver programs and the Medicare Part D Low-Income Subsidy.

Ensure that state-regulated utility consumer protections and policies specifically
recognize and address the needs of groups identified as most at risk of adverse health
outcomes. For example, shutoff protections based on certification of serious illness
should be extended to at least 120 days or one full year {(before requiring
recertification). In addition, states should adopt policies to lessen the likelihood of a
shutoff, such as in-person notification of intent to disconnect and the option to make
alternative payment arrangements.

Ensure that demand-response programs for consumers balance the need to reduce
energy consumption with the protection of health and safety for older adults and
persons living with serious or disabling conditions.

Design evaluations of weatherization and energy-efficiency programs to assess their
impact on health and safety to demounstrate the importance of home energy for health,
for example, how improvements in asthma symptoms can lower health care costs.

Ensure that intake services for state Medicaid waiver program participation and long-
term care case management services include referrals for LIHEAP, weatherization,
and other affordable energy programs,

Support education and outreach efforts to increase awareness both within the health
care community and among older adults, their families, and caregivers of the
resources that can help at-risk individuals maintain access to healthy and comfortable
temperatures. For example, in each state, clintcians and public health officials should
be trained in regulated utility consumer protections and in procedures to prepare
letters to certify medical shutoff protections for their patients.

Give priority in home repair or modification programs that serve medically frail
patticipants (such as under a state Medicaid waiver) to cost-effective energy-
efficiency measures that protect health and safety (for example, special coatings for
flat-roofed rowhouses that lower indoor temperatures in summer),
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o Identify and implement best practices for communicating with the public, especially
older adults, their families, and caregivers, about the risks of heat waves and cold
temperatures, about the links between temperature and health, and about which
prevention, education, and response efforts are most effective. Implementation should
bring together public officials from health departments, energy offices, and state
emergency preparedness.

CONCLUSION

As the U.S. population ages, as our health care system shifts toward support for
independent living and aging in place, and as urban infrastructure and global warming
present new environmental challenges, the rising cost of basic utility services jeopardize
the stability and capacity for self-sufficiency of households that include older adults.
Understanding and addressing the implications for energy policy of public and population
health priorities, and the implications for public health of affordable energy and energy
efficiency priorities, requires a fresh approach. Such an approach should unite two
diverse groups of practitioners, in the energy and health fields, to craft new solutions to
help American households maintain both economic security and good health.

When a heat wave recurred in Chicago in 1999, four years after hundreds of deaths and
hospitalizations during the July 1995 heat wave, city officials and civic groups responded
with an effective, coordinated approach informed by the research done in the wake of the
1995 disaster. Chicago implemented a heat health emergency plan that included the
opening of cooling centers and outreach to homebound older adults. Far fewer residents
died prematurely on account of this second heat wave. Nevertheless, the summer of 1999
in Chicago exposed a number of critical issues, including the following:

¢ High home energy burdens
e Limited subsidies under LIHEAP and related programs

e Lack of coordination among Medicaid and other public benefit programs with low-
income home energy subsidies or residential utility consumer protections

e The realitics of life in neighborhoods that remained unsafe and socially isolating for
older adults

Ten years later, these and many other related issues remain unresolved, a fact that must
change if the United States is to address the widespread problem of insufficient access to
affordable heating and cooling as the public health threat it has become.
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Executive Summary

This brief, Customer Incentives for Energy Efficiency Through Electric and Natural Gas
Rate Design, summarizes the issues and approaches involved in motivating custonters
to reduce the total energy they consume through energy prices and rate design. The
scope of this brief is limited fo how the multi-objective ratemaking process can address
customer incentives to reduce total energy consumption, which also contributes to
reductions in peak demand.' This brief is provided as part of a comprehensive suite of

papers and tools to assist organizations in meeting the National Action Plan for Energy
Efficiency goal to achieve all cost-effective energy efficiency by 2025.

Improving energy efficiency in our homes, businesses, schools, governments, and industries—
which consume more than 70 percent of the natural gas and electricity used in the country—is
one of the most construciive, cost-effective ways to address the challenges of high energy
prices, energy security, air pollution, and global climate change. Despite these benefits and
proven approaches, energy efficiency remains critically underutilized in the nation's energy
portfolio. Regulators can address this problem in part by removing one of the persistent barriers
fo energy efficiency by creating effective customer incentives for energy efficiency through
elecltric and natural gas rates.

Prices, Rates, and Energy Efficiency

Customers respond fo increases in energy prices by (1) changing energy usage behavior, (2)
investing in energy-using technologies and practices, or (3) making no change to their energy
usage. Customers see energy prices through their rates, which are typically embedded in a
“tariff,” a document approved by a regulatory commission (for investor-owned utilities) or by a
utility's leadership (for publicly owned ulilities). Rates differ across customer classes and are
offered in various forms, consisting of charges they must pay regardless of how much energy is
consumed? and charges they can avoid by using less energy. Both rates and prices affect the
total energy bill paid by customers. Some states are considering how to encourage all types of
customers to become more energy-efficient as one of the many objectives of rate design.*

Key Findings

States may consider raie design changes due fo a number of drivers, including rising energy
prices and utility investments in advanced meter infrastructure, as well as new energy efficiency
policies. This brief explains how retail electricity and naiural gas rate design affects customers’
energy use behavior and investment choices. The key findings inciude:

Overarching Findings
» Ratemaking is a complex process that serves multiple policy and business goals.
Encouraging energy efficiency is one of those goals, but it must be balanced with equity
and other considerations.
« Ulility tariffs and the prices they convey can motivate energy efficiency, but high rates

and prices alone are not likely to overcome the well-documented barriers to cost-
effective energy efficiency.
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» Utilities and regulators should continue to examine rate and pricing approaches that
encourage customer energy efficiency, while recognizing their limitations and pursuing
non-price approaches as well,

o Price transparency and the ability for customers to understand their rates and energy
usage are important elements of providing customer incentives through rate design.

Specific Findings

» Shifting costs from volumetric to fixed charges, through rate designs such as straight
fixed-variable, does not encourage customer energy efficiency.*

+ Some rate designs, such as declining block rates and bili adders, send price signals that
mask the true cost of incremental units of energy and thus can encourage more rather
than less energy consumption.

+ Rate designs that encourage energy usage should be examined. Alternatives such as
inclining block rates offer greater customer incentives for energy efficiency.

« New time-differentiated rate options referred to as “dynamic pricing” have delivered
energy use reductions under specific, short-term conditions, aithough their long-term
impacts on total customer energy use remain uncertain.

» Enabling technologies and programs, such as energy information to customers and grid-
connected measures, have been shown to increase customer savings.

As states proceed with rate and pricing policy changes, additional information would be useful to
inform considerations of using rate design io encourage energy efficiency, including:

e Additional and more consistent data on emerging rate and pricing options, inciuding their
effect on total energy consumption and the persistence of savings over the long term.

o Assessing the limits of rates to achieve desired energy efficiency levels, maintain
political acceptance, and meet other ratemaking objectives.

» More reliable methods for projecting the longer-term impacts of rate and pricing designs
on load forecasts, so as to better incorporate their effecis into resource pians.

Achieving All Cost-effective Energy Eificiency—A Vision for 2025

This brief has been developed to help parties pursue the key policy recommendations of the
National Action Plan for Energy Efficiency and its Vision for 2025 implementation goals. It
directly supports Vision Implementation Goal Seven, which encourages utilities and ratemaking
bodies to align customer pricing and incentives to encourage investment in energy efficiency.
The Action Plan has identified this as an area of minimal progress (National Action Plan for
Energy Efficiency, 2008a, Chapter 2); significant state progress is needed in order to achieve
the Action Plan Vision to achieve all cost-effective energy efficiency by 2025.

This brief necessarily focuses somewhat narrowly on the effects that rate design and pricing

may have on customer energy efficiency behavior and investment. it therefore does not address
the many other considerations involved in ratemaking, nor does it encompass the numerous
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non-price policies and programs that states and utilities can pursue to encourage customer
energy efficiency. Many of these issues are addressed in other Action Plan documents.

Within this context, state public utility commissions, publicly owned utility boards, and all energy
utility companies are encouraged to consider how the rates and pricing they provide to
customers can be part of a comprehensive solution to energy efficiency. All parties, including
policy-makers, utilities, and stakeholders, are encouraged to consider the role of rates and
pricing within a comprehensive suite of policies and programs to remove persistent barriers to
energy efficiency. For information on the full suite of policy and programmatic options to remove
barriers to energy efficiency, see the Vision for 2025 and the various other Action Plan papers
and guides available at www.epa.gov/eeactionplan.

Notes

' Discussion of rate design options commonly designed to incent customer reductions during limited

days and hours of peak demand is limited in this brief, addressing only the incentives these rates and
pricing provide to customers to reduce total consumption throughout the year. Further, the brief does
not encompass additional issues in the multi-objective ratemaking process, such as ulility cost
recovery and inter-class customer equity.

These charges are often referred to as customer charges, which recover costs that do not vary with
kilowatt-hour (kWh) usags (e.g., transmission and distribution assets, billing and customer care
services).

% As of December 31, 2007, seven states have examined and modified electricity rates considering the
impact on customer incentives to pursue energy efficiency. Two states have done the same for natural
gas rates. See National Action Pian for Energy Efficiency (2008a).

White fixed charges are being considered to reflect utility costs, the focus of this brief is customer
incentives for efficlency. For more information on ratemaking considerations to incent utility investment
in energy efficiency, see the Action Plan’s utility incentives guide (National Action Plan for Energy
Efficiency, 2007).

3

National Action Plan for En.ergy Efﬁcienéy :
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Gustomer Incentives for Energy Efficiency Through
Electric and Natural Gas Rate Design

This brief examines utility rates and pricing policies to encourage customers fo pursue energy
efficiency. The need for this brief stems from the Action Plan’s Vision for 2025, which observed
that minimal progress has been made in examining and modifying rates considering the impact
onh customer incentives to pursue efficiency.®

This brief is designed to discuss the key concepts and issues surrounding rate design and the
incentives/disincentives they provide for customer energy efficiency, in terms of both behavior
changes and investment in efficient technologies. The brief reviews existing common rate
design approaches and summatrizes selected case siudies of rate design approaches for their
impact on energy efficiency. The brief also highlights the typical steps a state would need to
take to implement new rate designs and identify areas where additional information is needed to
understand the contributions rate design can make to achieving alt cost-effective energy
efficiency.

After reading this brief, parties are encouraged to turn to one of the many references provided in
the brief for additional information and detailed guidance on implementing changes in rate
design. Changing rates is a state-specific process, supported by localized analysis of how the
rates can encourage customers to save energy. During these and other processes, states may
also explore options to incentivize customer energy efficiency through programs and financing
mechanisms.® Some utilities are also considering the effectiveness of information delivery and
related technologies thal communicate usage and price levels to customers to affect their
behavior and investment decisions. These options are not covered in this brief, but a separate
Action Plan guidance document (National Action Plan for Energy Efficiency, 2008c) is available
on the options and benefits of providing commercial customers with standardized electronic
billing data.

This brief also does not address issues related to ratemaking such as decoupling of sales and
revenues, or incentives to shareholders for utility investments in efficiency resources; these are
addressed in other Action Plan documents (see National Action Pian for Energy Efficiency, 2006
and 2007a).

What Are Customer Incentives for Energy Efficiency Through Rates?

In this brief, the term “energy efficiency incentive” is used to refer to any effect that a change in
utility rates or pricing may have to encourage or motivate customers to reduce the total amount
of energy they consume, without compromising the service they receive. This energy efficiency
can be due to an investment in energy-efficient technologies and practices and/or a change in
custiomer behavior. The terms “motivate,” “encourage,” and “incent” may be used
interchangeably.

Effective rate designs can incent customers to pursue more efficient technologies or practices
by providing clearer and more timely energy use ang price information and by reducing the
perceived payback period of the investment from the customers’ perspectives. The payback
period needed to incent more efficiency varies greally by customer and customer type.
Providing a short payback period with a high degree of certainty to customers can help remove
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one of the key financial barriers to energy-efficient investments. Factors such as split incentives,
lack of information, and transaction cost barriers will also affect a customer's decision {o invest
in energy efficiency. These barriers and the potential solutions to address them are well known,
and they are discussed by the Action Plan in its reporis, its Vision for 2025, and its work with
commercial customers under the Sector Collaborative on Energy Efficiency.” Policy-makers,
utilities, and stakeholders are considering changes in utility rates as part of a comprehensive
policy framework to motivate customers to use energy more efficiently.

Utility Rates and Energy Prices—Key Concepts

“Electricity and natural gas rates,” “ratemaking,” and “rate design” are terms used to refer to the
regulated process of setting prices for energy delivered to customers. To elaborate:

» A rate is typically embedded in a “tariff,” a legal document approved by a reguiatory
commission, which defines the prices to be paid for defined classes of customers under
defined terms of service.

+ Prices are defined more narrowly, as the amount charged for a specific unit of energy
under defined conditions.

e A rate may thus contain multiple prices: for example, a time of use (TOU)} rate may
contain two prices, one for peak periods and one for off-peak periods.

» Prices are based either on the costs incurred to provide the service or on market prices,
depending on whether electricity rates are administered pursuant to cost of service
regulation or set in competitive markets. In a restructured state with competitive energy
service, a regulated distribution utility may have a rate tariff that applies to its distribution
service, while an unregulated retail electric or gas provider may charge a separate price
for the energy it sells to the consumer. Regardiess of regulatory structure, all customers
pay rates with various prices embedded in or associated with those rates.

As discussed in the Action Plan report (National Action Plan for Energy Efficiency, 2006), utility
ratemaking has evolved {o achieve multiple policy goals such as providing universal energy
service, recovering utility costs, ensuring that energy is affordable, incenting energy efficiency,
and encouraging economic development. The process of designing new rates and changing
existing rates is a state-specific, time-consuming process that can often be highly contentious.
In this process, regulators balance the increasingly complex linkage between utility system
costs and customer rates and prices. Today’s utilities incur a complex array of fixed and variable
costs, and they use more sophisticated methods to manage these costs. Utility or retail provider
rates include:

s Costs of energy acquisition (which include a mix of capital and variable costs of self-
production and purchases under spot and long-term contracts).

» Fixed and variable energy delivery costs.

« Other fixed cost components (such as customer service, administration and
management, and more).

Schedule 7



o«  Some utiliies use techniques to manage price risk, while others have retail rate
structures that allow supply prices to flow through {o customers, such as fuel adjusiment
clauses.

Lastly, electricity and natural gas embody different supply, distribution, and consumption
characteristics that have led to different rate treatments. Most notably, natural gas usage is
typically more uniform throughout the day, and gas utilities have greater flexibility to purchase
and store gas supply before distributing to customers. By contrast, electricily use varies
significantly throughout the day while the electricity supply cannot be stored in quantities
needed to even out these daily changes in demand and, therefore, must largely be delivered as
it is generated. Also, electricity transmission and distribution systems are typically subject to
more congestion and other constraints, which change the cost of electricily across time and
location. Natural gas networks can also be subject to congestion and constraints, but historically
these effects have been less pronounced than in power grids.

Due to these differences, electric rate design has become more complex, more variable, and
more subject to experimentation than natural gas ratemaking. While many of the principles in
this brief are also relevant to natural gas rates and prices, most of the discussion focuses on
electricity-specific issues. This is not to suggest that natural gas rates and prices cannot be
used to provide cusiomer energy efficiency incentives; it means only that the range of
considerations in the gas wility industry is somewhat narrower.

The Economics of Energy Prices and Customer Incentives

For the purpose of this brief, “price response” means the change in customer energy
consumption as the price of energy supply changes. From a policy-maker's viewpoint, it is
important to understand the economic theory behind price response, which is the concept of
price elasticity. Price elasticity is based on the concept that consumption of a good or service is
elastic, or changeable, and that consumption tends to change inversely to changes in price—
higher prices cause consumption to drop, and vice versa.

While the general theory of price elasticity is well established, applying it to specific
ratemaking/pricing policies requires real-world experience and effective measurement methods
that policy-makers can use. To bring theory into effective practice, investigation and debate
continues on the magnitude of elasticity effects, the differences between short-term and long-
term elasticity, and related issues.

Measuring elasticity involves different methods, depending on the framework of analysis. Long-
term, economy-wide analyses typically examine elasticity over periods as long as 10 to 30
years. Short-lerm elasticity effects are estimated more narrowly, sometimes just for a period of
hours or less when a particular price signal is in effect. Electricity rates that change by time of
day and load management programs® can create short-term elasticity effects, though estimating
sustained effecis on energy usage over a multi-year basis is more difficult.

For example, a long-term price elasticity may be expressed in terms of “-0.15,” which means
that for every 10 percent increase in electricity prices in such timeframes, usage would be
expected to fall by 1.5 percent. Short-term elasticities are often measured as hourly peak
demand or energy use reductions, and are not consistently measured as changes in annuai
energy use. In programs ihat encourage short-term price response, initial hourly demand
reductions can decline over subsequent hours or days, making longer-term usage impacis
especially difficult to predict,
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Price response, whether short-term or long-term, also varies by customer class and end-use.
Smaller customers, such as residences and smalil businesses, are typically seen as less price-
responsive overall than larger commercial and industrial customers, although providing
residential customers with enabling technologies and programs can natrow this gap (see Sachs,
2007). Such differences can be attributed to several factors, including:

o Ability to prioritize energy cost control and invest in the personnel, monitoring
capabilities, and load management capabilities needed to make significant price-
responsive changes in energy use.

» Varying degrees of price transparency-—customers’ ability to see and understand price
and rate information, in a timeframe and formai that enables them to make price-
response decisions. Customers need to get usage and cost information that allows them
to connect their energy use decisions with the resulting cost impacts.

s Availability of technical options to manage energy use, such as substituting the type of
energy 9used, shifting operating hours, or changing processes to respond to price
signals.

+ Inelasticity when energy is used to provide an essential service.
+ Additional persistent market barriers to energy efficiency across customer types.

This discussion suggests that for ratemaking purposes, it may be most useful to estimate price
elasticity by customer type and location."® Localized analysis can determine the magnitude of
price signals associated with local utility system costs: in some regions, on-peak energy is much
more expensive compared with off-peak energy than in other areas. Customer end-uses and
their retative importance also vary geographically; for example, customers in some climates may
show different tolerances for comfort effects associated with changing air conditioning settings
than customers in other climates.

Other, non-energy elasticity effects can affect net changes in energy consumption. For example,
income elasticity tends to increase energy demand in economies with rising incomes; e.g., a
household may buy a larger home or purchase more energy-using devices when its income
increases, increasing net energy use. Also, cross-elasticity tends to deflect energy price effects
onto other goods; e.g., a household whose utility bills rise may elect to reduce other
expenditures, such as dining out, rather than reducing energy use.

As part of implementing rate designs to encourage customer energy efficiency, policy-makers,
utilities, and states may also consider options to increase transparency, or visibility, of prices
such as billing statement enhancements and providing electronic usage and cost data to
customers (National Action Plan for Energy Efficiency, 2008c). Unlike other energy products
such as gasoline, which are typically quite transparent to customers at the time of purchase,
utility prices are typically embedded in billing statements that (1) are not seen until after energy
is consumed and (2) may not lend themselves to simple understanding of prices. As discussed
above, large energy-intensive customers typically are more price-responsive, in part because
they have assigned staff or specialist consultants to interpret their utility bills, and may invest in
their own metering, data reporting, and other methods to make energy cost information both
transparent and linked to operational behavior and capital investment decisions.
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Utility Rate Design and Pricing Options

Rate design is a multi-objective process in which policy-makers seek to balance goals for utility
cost recovery, equity among customers, economic efficiency, and other considerations along
with energy efficiency. In recent decades, many different energy rate and pricing options have
been offered to customers to meet different policy goals and address the regulatory, business,
and technical issues of the time."" This section reviews the main pricing options in use today.
These options are organized in three categories:

s Fixed rates
+ Variable rates
+ Emerging approaches to blend fixed rates and variable pricing

The section discusses the rate options and their link to energy efficiency incentives. A high-level
summary of key issues to consider for the rate options when incentivizing customer rates for
energy efficiency is provided in Table 1. This table, in a necessarily oversimplified fashion,
provides a qualitative assessment of rate options with respect to the foliowing five variables:

» Customer types—indicates which customer types are typically appropriate for each rate
option.

« Customer incentive for overall energy savings—indicates the degree to which the
option encourages customers to reduce overall energy use over the entire year or during
limited hours, days, or months.

» GCustomer incentive for peak demand savings—indicates the extent to which the
option encourages customers io reduce peak demand during limited hours, irrespective
of total energy use.

» Financial risk to utility—indicates the extent to which the option tends to place more
risk on the utility; for example, TOU rates are judged tower-risk than flat rates, because
rates are more closely linked to ufility costs, and so the risk of failing to recover costs is
reduced.

« Financial risk to customer—indicates the extent to which customers take on relatively
more risk; for example, customers’ risk is assessed as relatively lower with flat rates than
with TOU rates, in that their total bill is less likely to vary based on when they use
energy. N

Table 1 builds on Chapter 5 of the Action Plan report (National Action Plan for Energy
Efficiency, 2006, p. 5-9), which contains a more detailed discussion of ratemaking options to
support customer energy efficiency actions, including references to ulility tariff examples in
Table 5-2. Aligning Ulility Incentives With Investment in Energy Efficiency (Nationai Action Plan
for Energy Efficiency, 2007a) provides greater discussion on utility financial risk.

National Action Plan for Energy Efﬁcien'cy- - ' 9
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Table 1. Overview of Customer Incentives for Energy Efficiency From Various Rate and Pricing Options

leed Rate Optlons : B
: | = Customer charge for direct service.costs. - - |
Flat rates | ==~ Other fixed and variable costs allocated on ' | L
. C an average basis, per KWh consumed.
“| = Basic customer charge. S b
Inclining - {® :'~'_'F|xed volumetric rate for ﬁrst usage block M
block rates - ngher fixed volumetnc rate for subsequent T
Seasonal""' - Fixed voiumetnc rates but wuth seasonal M
rates increase. : c
A .| = Basic customer.charge. S -
1 earan | % Volumetric charges that vary by time of day'-'
T-OU rates w7 (typically with two or three periods, e.g. . M
‘peakioff-peak or peak/midloffupeak).- SH
: o |'= " Basic customercharge. o
Declining . | = Fixed volumetric rate for first usage block L
block rates | = * Lower fixed volumetric rate for subsequent
- “tail” block(s).
= Recover various costs such as franchise -
) fees, universal service charges. RN
il a:dersl «  Some fee structures use fixed charges - M
surcharges | . some use volumetric. = L
= Absolute amounts typically small.’
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Demand

Separate billing charge for peak demand,
separate from customer or eénergy charges.

Aouaronst ABisuz 10} Uelf HOROY [BUOREN

““Requires. interval metering.

charges = May include "ratchet” feature, where peak | M
demand charges carry over for up to a year.
.Stfaig_ht - .. Customer charge recovers all fixed costs.” : .
fixed- = - Volumetric. charge covers only vanabEe L A M
variable costs. _ e
(SFV) rates o
: “oo | & Billing charges are. ﬂxed overa 12-month or
e “longer period..; SR o R
"Flat/fixed-bill | »  In'budget biihng, charges are adjusted m R
rates - - the following year. S L L
s = Inflat bill: contracts no automatlc e '
- adjustment. .- R
Vanable Rate/Dynam:c Pricing Opt:ons
5 « .. Basic customer charge. -
= Basic fixed volumetric rate. i
Crrlg';ai P! eak »  Critical peak price: (CPP)-m-substantxally ' g H
_p g higher rate for usage: during CPP perlods L
« . CPP periods not preset, but infrequent. S
| =i Offers a rebate for reduced usage- dunng s
‘Peaktime - | .. CPP times, ratherthan a higher price. R L
_.‘rebate._ =" Requires baseline and savings. caiculation '.C' :
s e Avariant of TOU pricing, in whlch on-peak e
Variable - |24 prices vary; typically daily.. _ N
‘peak pricing | . .
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Realtime
pricing -

- Beyond basic fixed -customer charges,

+ prices vary hourly, typically based on - .-

- wholesale power market prices.

Blended Fixe

d and Variable Rate Options

Mainly unregulated price offerings.

Generation price only——customer can = .

choose a mix.of fixed and variable prices.

ubIsaqy apey ybnouf Avuaoyz ABIoUS) 10§ SBAUISILY Jat0)SNT)

Source: National Action Plan for Energy Efficiency analysis.

* A=all R = residential: C = commercial; | = industrial

**H = high: M = moderate; L = low. Note that “Jow” can include cases where there is no effect or a negative effect.

Schedule 7



Fixed Rates

Within the fixed-rate category, the rate opfions that tend to provide customer incentives for
energy efficiency are:

Flat rates. Flat rates are constant rates that do not vary by TOU, though they are also
volumetric, in that they are based on the volume of energy consumed. They are
designed to produce revenue for the utility to cover its fixed and variable costs of service
and its allowed rate of return. While flat rates are neutral in the sense that they charge
the same for each unit of energy consumed, they do not convey the signal that the cost
of electricity supply varies by TOU. They do convey that customer bills will be in
proportion to consumption, and thus signal to customers that controlling consumption
can control costs.

Inclining block rates. By making incremental consumption beyond a minimum block
more expensive (a “block” is simply a defined amount of usage, for example 1,000
kilowatt-hours [kWh]}, customers get price signais that should encourage them to
moderate additional usage. The effectiveness of this incentive depends, however, on
customers understanding this price signal through billing statements or other sources,
and in knowing when they have exceeded their initial block of consumption and are thus
in higher-price territory. These transparency issues can limit the effectiveness of this
incentive; utilities can and often do provide information to help customers understand
these issues.

Seasonal or TOU rates. These rate types signal to customers that energy consumption
can become more expensive depending on when it is used. Customers might then, for
example, invest in products, such as high-efficiency air conditioners, that use less
energy in higher-priced seasons, or higher-cost times of day, and might modify their
behavior to shift usage like dishwashing or clothes drying to lower-cost hours. While
such incentives are somewhat indirect and may have limited transparency without
specific customer information on when or in what devices fo reduce usage, they
nonetheless encourage customers to reduce usage at least at certain times.

Other fixed-rate options, however, tend to discourage customer energy efficiency:

Declining block rates. Because they offer lower prices for consumption beyond the
basic block of consumption, declining block rates encourage customers {o increase
rather than decrease energy consumption and convey the message that using more
power is good, and that the utility can always provide more power at cheaper costs.

Bill adders. Many states include various charges, such as specific-purpose surcharges,
franchise fees, or other charges, on utility bilts in addition to base tariff charges. If such
charges appear on the customer bill as fixed costs, they may be efficient ways to recover
fixed costs, but they do not encourage customers to reduce energy use because they
cannot be avoided through energy efficiency." If the charge Is volumetric, but shown as
a separate line item without a total volumetric charge, it can reduce price transparency
and inhibit customers’ understanding of the full price and how much they can save, and
thus can indirectly reduce incentives to cut consumption.

Straight fixed-variable (SFV) rates. This approach pltaces all utility fixed costs in a fixed
charge and all variable costs in a variable charge. Because it tends to shift costs out of
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volumetric charges, it tends to reduce customers’ efficiency incentive, because the
marginal price of additional consumption is reduced. While SFV rates are being
considered to better reflect the utility’'s costs behind the rate, these rates do not
encourage customers to change energy usage behavior or invest in efficient
technologies. Such customer disincentives persist even when SFV rates are applied to
individual components of the bill, such as charges for distribution service.

« Flat/fixed-bill pricing. Many utilities offer a "budget billing” option, which levelizes billing
payments over 12 months. This reduces efficiency incentives in the short run, because
customers do not see any bili impacts from consumption changes until the following
year. However, there is an annual adjusimenti, which may provide a longer-term
efficiency incentive. Some companies offer a fixed annual bill without an automatic
annual adjustment. This approach can produce both short and long-term disincentives
for customers to become more energy-efficient, in that the customer's actions may have
little effect on their bill.

Variable Rates/Dynamic Pricing

Variable rates and dynamic pricing are under active development and are being implemented in
some states, with substantial pilot program activity and associated research and evaluation.
Table 1 summarizes the four main options in this category. Due to the differences in physical
characteristics and system economics hetween electricity and natural gas service providers, no
evidence was found of these kinds of rates being pursued for natural gas service. Hence this
brief discusses only electric rates in this category.

In simple terms, variable rates and dynamic pricing are designed to reflect the actual cost of
electricity during specific hours of the day and year, to change customers’ hourly load shapes
with reductions in peak demand or shifts of peak usage to other hours of the day. Energy
efficiency is typically a secondary effect of such pricing approaches, although measured short-
ierm energy usage reductions have been documented.'® Because the specifics of these pricing
plans vary substantially, it is difficuit to make generic assessments of their effectiveness as
customer energy efficiency inceniives. The incentive effect can depend heavily on
implementation details, including customers’ capabilities 1o see and respond to price signals, the
effectiveness of contral technologies, and whether customers are given effective education an
their price response oplions. Rates intended to reduce peak usage often build a large price
differential belween on-peak and off-peak energy, so that the high on-peak cost strongly
dissuades on-peak use.

For exampie, a residential customer who participates in a dynamic pricing program may have
pre-agreed to an automated adjustment in their thermostat set point during criticat peak periods.
Assuming that the customer simply reduces energy use during the critical peak period, and
does not over-consume energy in a recovery period, there will be a net reduction in daily energy
use. However, this behavioral effect is likely to be limited, because the customer may not be
willing to accept more than minimal comfort losses lasting only a few hours on a limited number
of days. In addition, usage in some cases could simply be shifted to off-peak periods, resulting
in no overall savings or in some cases a small increase in use. However, if the critical peak
price level were high enough and sustained over a period of time, it might create a “tipping
point” effect that would encourage the customer to invest in a more efficient air conditioner in
the longer term. This would allow the customer to save energy through the entire cooling
season without sacrificing as much comfort on peak days, and would thus create both short-

Schedule 7



term behavioral and long-term investment changes that over time can help transform energy
use markets and change customer demand for more energy-efficient products and services.

As a commercial sector example, a large customer may combine dynamic pricing with a
sophisticated energy management system and technologies to reduce peak, such as thermai
storage optimized with chiller piant design and operation, dimmabile lighting systems linked to
daylightling controis, and a building automation system programmed to respond to price signals
using advanced controls that adapt building systems operation to price signals. In this exampie,
the rate gave the customer the incentive {o reduce energy and peak demand, but may aisc have
encouraged the customer to examine and act on other efficiency opportunities.**'®

Emerging Approaches to Blend Fixed Rates and Variable Pricing

In competitive retail energy markets, some electricity providers offer blends of fixed and variable
prices. Typically, this kind of offering provides a portion of a customer's consumpltion at an
agreed fixed rate and prices the remaining amount at a variable set linked to market prices. In
some cases, customers can select different amounts of fixed-price energy, and these biended
offers may also vary in terms of pricing details by time of day or seasonally. Such offerings are
typically provided by unregulated power marketers rather than regulated utilities, and they are
most commonly marketed to larger cusiomers, who are seen as better able to use the risk
management value such price offerings may promise.

The effectiveness of blended price offerings as energy efficiency incentives depends greatly on
the specific design of the offering. If a customer elects a plan in which the great majority of
consumption is priced at fixed rates, it would tend 1o create a longer-term incentive, in that most
of the custiomer's energy bill will not vary in the short term. But if there is a substantial difference
between the fixed price and the variable price, this could create a strong short-term behavioral
focus on avoiding high energy bills when variable prices are in effect. If the majority of the
customer’s bill is driven by variable rates, this would tend to shift the focus more strongly to
short-term load management to control energy costs.

Current State Examples—Rate Design to Incent Energy Efficiency

States are making minimal progress in encouraging utilities and ratemaking bodies to align
customer pricing and incentives to encourage invesiment in energy efficiency (National Action
Pian for Energy Efficiency, 2008a, Chapter 2). Those states that have advanced activities within
this space are listed in Table 2.

A recent national summary of utility pricing data is also available from the Federal Energy
Regulatory Commission's (FERC’s) 2008 report on demand response {(FERC, 2008). Table 3
summarizes the relevant information from that report; it is limited to time-based pricing, but still
indicates some of the trends emerging in the utility pricing arena.

Key observations from this recent pricing and ratemaking experience include:
= In the fixed-rate category, in addition to the general trend toward overall rate increases in
many jurisdictions, a trend is emerging away from declining block rates toward inclining
block rates. Five states have eliminated declining block rates.

s In the variable rate category, an increasing number of jurisdictions are experimenting
with several varieties of dynamic pricing and rate-setting. The reported peak demand
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and energy savings results from the selected programs in Appendix C range from geak
reductions of 3.7 to 41 percent and short-term energy savings of 3.3 t0 7.6 percent.'

» The trends in time-based or dynamic pricing show an overall 9 percent growth in total
offerings from 2006 to 2008. TOU rates remain the majority of total time-based pricing
offerings, though their share dropped between 2006 and 2008.

« Most of the dynamic rate results are from pilot efforts lasting less than a full year. This
limits the ability to project longer-term price response effects from these initiatives,
especially effects on customers’ longer-term energy efficiency investments.

Table 2. Summary of State Actions on Electricity and Natural Gas Rates

I Impact on energy efficiency a

AZ, GA. IA, ME, NY. OR, Wi _

consideration when designing 1A, NY
retail rates?
Declining biocklf]xed-vanable :
rates eiimlnated? ' R CA lD OR VT WI

e R ALCACTDCDEGAIAIDEL ST
Time-sensitive rate's inplace? | KY, MD, Mi, MN, MO, ND, NM, NV, | IL, NM

NY, OK, SD,' TX, VT, WI, Wy

Usage-sensitive rates in
place?

CA, DC, DE, MD OR, VT

Source: Supporting data used in National Actlon Fian for Energy Efﬂmency (2008a).

Note: Table 2 reflects state aclions through December 31, 2007, as compiled in support of the Action
Plan's Vision measuring progress efforts. See Appendix D of the Vision 2025 report (National Action Plan

for Energy Efficiency, 2008a) for more information on this methodology.

Table 3. Total U.S. Time-Based Rate Offerings

TOU rates _ S 380 3156 -
Real-time pricing - T80 100
Critical peak pracmg o 36 - : 88
Total * ‘ 482 5 903

Source: FERC (2008)

Note: The 2008 survey was sent to 3,407 entities across the United Stales, reprasenting investor-owned
utilities, municipal utilities, rural electric cooperatives, power marketers, state and federal agencies, and
demand response providers. Respondents include all entities covered by EIA Form 861 reparling
requirements, plus regional transmission organizations/independent system operators and curstailment
service providers. A total of 2,094 entities responded to at least part of the survey; the entities reported in
this table thus represent about 24 percent of respondents,
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Implementing New Pricing and Rates

Change is never easy, and changing utility rates is typically a contentious process. Rate
changes viewed as excessive, arbitrary, or unfair by some parties can lead to fegal and political
action with potentially major repercussions. In such environments, customers, utilities, and
policy-makers can benefit from ratemaking and related processes that emphasize proactive
outreach, communication, and stakeholder participation.

Based on a review of current practices in utility ratemaking, policy-makers and utilities may want
to consider three key principles 1o guide future activity on changing rates to increase energy
efficiency incentives to customers;

1.

Incremental vs. radical changes can be effective. Energy efficiency incentives can be
provided to customers without requiring rates and prices that are very complex or
radically different from current practices. For example, shifting from declining block rates
to inclining block rates can provide energy efficiency incentives to customers, as or
before a state or utility considers more complex dynamic pricing designs.'

implementation processes should keep focus on rate design goals while
addressing other issues, Because ratemaking is a public and somewhat judicial
process, many of the key details of rate design can be distorted in the process. It is thus
important to understand the analytical issues and their implications, as well as the
participants and their interests, before eniering the potentially long and difficult process
of implementing new rate/pricing plans.

Communicate actively with key stakeholders. If there is a policy purpose that
suggests new rate designs, outreach should be undertaken with key stakeholders before
any ratemaking proceedings begin, to communicate the basis and the importance for
these changes. During the ratemaking process, opportunities for stakeholder
involvement should be considered, beyond those available through current adjudicatory
proceedings. Once decisions are made, further communication efforts are needed to
educate customers and sustain support for the decisions.

Several other contexiual issues are driving changes fo rates and pricing to encourage energy
usage changes and efficiency investments, including:

Rising supply energy prices. Some states are facing large rate increases due to
higher energy supply prices, especially as rate caps that were put in place during
restructuring and deregulation are removed. In areas of price increases, there is more
pressure to provide consumers with options to become more energy-efficient, which
includes but is not limited o pricing.

New efficiency policies. Many states have enacted new energy efficiency policies and
aggressive energy savings goals on electric and natural gas utilities. Utilities are
considering rate changes as part of a larger suite of approaches to deliver and
encourage energy efficiency.

Smart grid technologies. Proposals for advanced metering and other “smart grid”

technology applications are being considered, in part for their ability to offer new rate
design and pricing possibilittes and customer response options. Because many smart
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grid proposals claim fo offer energy efficiency benefits, it is also important to understand
the claims made.

Transparency. Beyond changing rates or pricing, utility billing and customer information
delivery affect customers’ response to energy prices. As noted above, lack of
transparency can limit some customers’ ability fo understand and respond to the price
signals their bills contain. Today's information technologies can allow bills to include
more granular information and can also create parallel options for ulilities and customers
to interact on pricing and energy usage. Further, several utilities and larger customers
are working to automate customer information into energy management systems and
building benchmarking tools (National Action Plan for Energy Efficiency, 2008c).

Additional factors that should be considered in designing rates that effectively increase
customer incentives to change usage behavior and invest in energy efficiency include:

Cost allocation. When rate changes shift costs among times of day, seasons of the
year, or customer types, equity issues can arise. Much discussion has been devoted to
the issue of identifying “winners and losers” in a given rate or pricing scheme. This
requires analylical effort to determine how cost allocation changes affect different
customers, and policy decisions on balancing equity concerns with other policy goals.
Further, existing unintended and hidden subsidies can be removed so customers
currently paying disproportionately more can see bill reductions; this can be an important
part of the balancing act involved in ratemaking.

Customer protection. Concerns have been raised about some kinds of rate/pricing
approaches, based on the perceived disadvantaging of customers who are unable to
respond to the proposed new plan, resuliing in net energy bill increases. If new rates are
to be mandatory, they should be designed to minimize such disadvantages. One way 1o
address this concern is to create “opi-in” or “opt-out” conditions that give customers
degrees of choice. The “opt-out” approach tends to create wider participation. This may
lead to explicit subsidies in some cases.

Market targeting. Following the classic “80/20 rule,” some rate or pricing designs can
achieve the majority of the desired price response effect by targeting a small segment of
customers. Effective voluntary marketing of such plans to the segments that can best
realize their benefits can help maximize the effectiveness of the plan while managing
concemns about customer equity. For example, residential and small commercial
customers with high summer monthly consumption can be targeted for marketing of
peak pricing programs.

Funding priorities. In some situations, competition may arise between energy efficiency
and demand response or load management programs. It is thus important to understand
the full range of benefits and costs from each type of customer program, so that policy-
makers can allocate resources appropriately.

Scale-up. Most recent pricing/rate innovations have been implemented as pilot
programs. Scaling up to cover entire rate classes or broad customer segments raises
new challenges, recognizing that challenges are bigger for some options than others.
Stakeholders must be engaged to understand issues involving costs, benefits, and

equity. This can entail a substantial public participation/communication process if rate
changes are large or sweeping.
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Processes for Implementing New Rates and Pricing Plans

Rate cases are the most common processes for instituting new rate and pricing offerings.
Sometimes, a revenue-neutral rate design proceeding changes the rates that specific customers
pay. Depending on state rules, either ulility commissions or utilities can initiate such
proceedings. In states with competitive retail markets, unregulated power marketers can also
offer new pricing plans, typically without extensive {or any) regulatory review, while the default
service provider remains governed by the reguiator for its rate and rate design. In the context of
reviewing new options from an energy efficiency standpoint, the following elements of such a
proceeding can be important:

« Documenting expected customer response and net impacts. Proponents should be
able to estimate with quantitative analysis how the proposed rate or pricing plan will
affect customer peak demand and net energy consumption. Demand and energy
impacts should be calculaied on both short-term and long-term bases. Data sources and
assumptions for customer response should be transparent. Stakeholders should be able
to review the data, assumptions, and analyses behind these estimates.

« Documenting henefits and costs. Proponents should be able to detail projected costs
and benefits on both short-term and long-term bases. Stakeholders should be able to
review the data, assumptions, and analyses behind these estimates. Costs should
include customer education and complementary programs that will be required in order
to achieve customer response assumplions.

« Balancing customer equity and stakeholder interests. Deciding which customers are
covered, be it by mandatory or voluntary rate/pricing pians, is an important part of the
process. Some rate/pricing approaches may be appropriate for mandatory application,
but only for some customer types. Voluntary eligibility is more a marketing question of
where the plan would be most effective and best accepted. For any broad-based change
in rates or pricing to be sustainable, though, cusiomers and other stakeholders need to
understand and uitimately accept the rationale for the new approach.

» Staging. Many jurisdictions have begun their efforts with pilot projects to test impacts,
benefits, costs, customer acceptance, and other issues. Scaling up in steps, rather than
all at once, may be desirable to ensure long-term success.

While these issues generally apply to all rate innovations, more complex rate and pricing
designs may entail greater challenges in documenting customer response, net impacts, and net
benefits, and in resolving customer equily issues.

Needs Identification

While this brief summarizes a substantial body of research and market experience, it also has
identified several needs for more data and research, covering such topics as:

« Persistence of energy savings. Most pilot impact data are relatively short-term,
particutarly with dynamic rates. To be useful for resource planning purposes, policy-
makers will need longer-term, reliable estimates of the expected effects of pricing and
rate plans on energy usage forecasts.
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Understanding changes in benefits at scale and over time. If significant peak
demand reductions occur on a large scale under dynamic pricing, they may begin to
reduce the price differential between time periods. They may also modify overall average
prices. These effects could reduce and ultimately negate the nearer-term energy and
demand price signais they initially confain. Addressing this issue requires better
understanding of the total scale of demand, energy, and price effects, beyond their
marginal, short-term effects.

Developing the best approaches to incorporate dynamic pricing into resource
planning. Because the key benefit of many variable rates and dynamic pricing plans is
to reshape load curves and utility costs, policy-makers may need more sophisticated
tools for understanding the effects of such pricing and ratemaking approaches on longer-
term energy and demand forecasts, which are fundamentai to determining fufure
resource needs. While these pricing approaches can reduce risk and costs in the near
term, understanding their longer term effecis on total energy use can be more complex,
and better tools may be needed to fully incorporate these approaches in formal resource
plans.

Developing new approaches to evaluating energy savings from behavioral
changes. Proven approaches exist for evaluation, measurement, and verification of
administered energy efficiency programs (National Action Plan for Energy Efficiency,
2007b). More work is needed, not only to understand the effects rate design could have
on customer behavior and the investment choices they make, but also o inform
decisions to modify program approaches that maximize energy savings through rate
design changes.
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Notes

5

10

11

12

The Vision (National Action Plan for Energy Efficiency, 2008a) found less than 20 percent progress
under Goal Seven, step 21.

A future Action Plan brief will be developed on this topic.

See the Action Plan's Vision for 2025 (National Action Plan for Energy Efficiency, 2008a), as well as
an upcoming Action Plan paper on energy efficiency and carbon dioxide emissions and the Action
Plan Sector Collaborative resources at <htip://www.epa.gov/cleanenerqyl/energy-
programs/napee/collaborative htmi>.

“Load management” traditionally refers to “direct load control” or “active load management” programs
that control customer devices via utility-installed control technologies; in these programs, rate designs
are typically not direclly affected, through incentives may he offered for participation. More recent
demand response and dynamic pricing programs tend to encourage cusiomers to change behavicr or
operational setlings of devices {e.g., changing air conditioning thermostat settings or appliance start
times) with greater customer choice, in response to utility price signals.

Note that the California pitot results showed that the persistence of residential customer response is
enhanced through enabling technology. Residential customers who were given remotely controlled
thermostats, for example, showed greater average load reductions and also were more likely to
sustain such reductions over successive days (Gecrge et at., 2008).

See Faruqui and Wood (2008). For example, the New Jersey Board of Public Utilities is having Jersey
Cenlral Power & Light Co. amend its sumimer rate pilot program to account for customer differences in
ability to reduce usage at certain times.

See Appendix B for more background on the history of ulility ratemaking.

If costs are fixed in nature, the utility stili incurs them even if customers reduce their total consumption.

For example, see findings by the Center for Neighhorhood Technologies, Chicago, llinois.

For more guidance on larger-customer energy and demand control options, see the Sector
Collaboralive report (National Action Plan for Energy Efficiency, 2008b), Chapter 3.

Advanced ratemaking practices such as dynamic rates still must recover the underlying costs of
acquiring and delivering etectricity, as well as infrastruciure and fixed and variable costs. Over time,
one would expect well-designed rates to change these underlying fixed and variable cost elements,
and one would expect those changes to be passed through in future rates.

See summary results for selected dynamic pricing pilots in Appendix C.

it shoutd be noted, however, that the analytical effort needed fo develop robust numbers for new rate
designs may be substantial, even if the price signal and rate structure provided to the customer is
relatively simple.
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Appondix B A Brief History of Pricing and
Ratemaking Practices

Pricing and ratemaking has evolved substantially in the century-plus history of energy utilities in
the United Stafes. Some of the first power generation ventures were hydroelectric facilities, such
as the Niagara Falls project in New York. Their initial customers, typically industrial facilities,
were charged a flat amount based on the amount of capacity they required. Because the
hydroelectric facilities’ costs were almost all capital costs, this provided a simple rationale for flat
capacity payments. As thermal power generation evolved to provide the bulk of power supply,
as grids evolved into universal service networks, and as utility commissions emerged to set
pricing and ratemaking policies, the practices involved in setling customer utility rates grew
more complex.

It is also worth recalling that for most of the 20th century, expanding the electricity grid was
associated with public policy goals of providing universal service at affordable rates. Economies
of scale predominated in most electricity markets in this era, such that adding customers, load,
and power supply capacity to the grid tended to reduce average costs. In this environment,
ratemaking remained a relatively straightforward process of calculating utilities’ fixed and
variable costs into rate tariffs on an averaged basis. Because rate cases most often resulted in
reduced average rates, there was little perceived need to examine costs and rates more closely.

One of the few departures from pure average-cost ratemaking was the practice of declining
block rates. These typically included:

+ Afixed customer charge, designed to recover the direct costs associated with serving an
individual customer in that rate class.

» A rate assigned to the first block of energy consumed for the billing period (e.g., 500
kWh}.

¢ Alower rate assigned to additional energy consumed above the first biock.

This practice was based on the assessment that marginal additional consumption imposed
lower marginal costs on the utility, as most of its fixed costs would be recovered through fixed
customer charges, plus the initial block of energy consumption. Because it was aiso true in most
cases that adding generation to the grid would tend to reduce average costs, the potential load
growth that declining block rates might stimulate was generally seen to be a public good. In an
era of declining energy and capital costs, with few perceived limits on grid capacity or naturai
resources, and with little accounting for environmental impacts, this straightforward system of
pricing and ratemaking worked well for decades.

Since 1970, at least three important shifts occurred to disrupt traditional ratemaking practices:
« Capital costs stopped declining for many power supply and grid technologies. Maturation
of the U.S. grid, flattening economies of scale, and natural resource constraints began to

drive power plant and other system costs higher, resulting in rate increases and the
phenomenon popularized as “rate shock.”
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» Energy costs stopped falling in many markets with spikes in global oil prices. Coupled
with rising capital costs, higher energy prices exacerbated the rate shocks that began in
the 1970s.

s Environmental laws and regulations came into energy markets, adding new compliance
costs for ufilities and shifting the earlier perception that additional energy consumption
was beneficial.

Energy and environmental legislation of the 1970s reflected these trends. The Public Utility
Regulatory Policies Act of 1978 and subsequent amendments called for states to examine a
number of standards or practices for ratemaking, among other things:

1. Cost of service. Rates charged by any electric utility for providing
electric service to each class of electric consumers shall be designed, to
the maximum extent practicabie, to reflect the costs of providing electric
service to such class, as determined under section 2625 (a) of this title.

2. Declining block rates. The energy component of a rate, or the amount
attributable to the energy component in a rate, charged by any electric
utility for providing electric service during any period to any class of
electric consumers may not decrease as kilowatt-hour consumption by
such class increases during such period except to the extent that such
utility demonstrates that the costs to such utility of providing electric
service fo such class, which costs are attributable to such energy
component, decrease as such consumption increases during such
period.

3. Time-of-day rates. The rates charged by any electric utility for
providing electric service to each class of electric consumers shall be on
a time-of-day basis which reflects the costs of providing electric service
to such class of electric consumers at different times of the day unless
such rates are not cost-effective with respect to such class, as
determined under section 2625 (b) of this title.

4. Seasonal rates. The rates charged by an electric utility for providing
electric service to each class of electric consumers shall be on a
seasonal basis which reflects the costs of providing service to such
class of consumers at different seasons of the year to the extent that
such costs vary seasonally for such utility.

5. Interruptible rates. Each electric utility shall offer each industrial and
commercial electric consumer an interruptible rate which reflects the
cost of providing interruptible service to the class of which such
consumer is a member.

6. Load management techniques. Each electiic utility shall offer to its
electric consumers such load management techniques as the State

regulatory authority (or the non-regulated electric utility) has determined
will—
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a. be practicable and cost-effective, as determined under section
2625 (c) of this title,

b. be reliable, and

c. provide useful energy or capacity management advantages to the
electric utility.

These policy developments spurred a wave of studies and experiments in pricing and
ratemaking; the late 1970s and early 1980s were studded with groundbreaking work in
ratemaking and related analysis, and several states instituted ratemaking changes accordingly.

Energy market conditions stabilized to a large extent later in the 1980s, and the wave of
ratemaking experimentation subsided somewhat accordingly. Energy prices moderated, system
capacity was adequate in most areas, and the urgency for further action became somewhat
muted, though industry researchers, utility commissions, and advocates continued to work on
many of these issues.

In the current decade, the urgency for action on utility pricing and ratemaking has risen once
more. The growth in peak electricity demand has created the risk of capacity shortages in many
regions (North American Electric Reliability Corporation, 2008). This is driving a new round of
capacity construction proposals; however, rising energy prices and capital costs promise to
make new builds more expensive, raising new rate shock concerns. Additionally, the emergence
of climate change as a public policy issue, and specifically the designation of carbon dioxide
(CO,) as a pollutant covered under the Clean Air Act, has created the likelihood that U.S. CO,
emissions will soon be reguiated, raising energy prices and adding new risks for COp-emitting
energy facilities. Because energy efficiency is viewed as a cornerstone of the policy solution to
today's energy and climate challenges, utilites and their regulators are looking for new ways to
encourage customer energy efficiency.

As this new era of carbon constraints and higher energy and capacity costs unfolds, the utility
industry is a much more complex business than it was in the last century. Restructuring and
deregulation of electricity and natural gas markets in wholesale and many state retail markets
has added new layers of complexity to calculating and managing utility system costs and risks.
At the same time, technologies have advanced to enable substantial new capabilities in
managing grid operations and customer price response, in a wave known generically as the
*smart grid.”

These factors have converged to increase both the urgency and the complexity of pricing and
ratemaking in the utility sector. This brief seeks to highlight the electricity pricing options that
utilities and policy-makers can best use to help customers become more energy-efficient, both
in near-term behavioral changes and in long-term technology investments. In the broadest
sense, customer awareness of rising energy prices and the need to reduce carbon “footprints”
provides a general set of signals to use energy more carefully. However, because of the issues
raised earlier in this section, differences in price response between customer types and end-use
markets call for a more focused assessment of the specific techniques most likely to produce
desired reductions in peak demand, energy consumption, and CO, emissions.
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Programs

Table C-1 summarizes five well-documented dynamic pricing experiments. (The table begins on

page C-2.)
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Table C-1. Summary of Recent Dynamic Pricing Programs

59 in 2004:"

Free installation

<20 kW: Peak-

averaged 5.5%

California. | CPP Southernr:- I Comrmercial/ _ 4 months x 2 Savings
Statewide - ] o0 California - | industrial--- 571n 2005; . of smart years: June—- | period energy | caiculated for
Pricing Pilot. .- |~ Edisorr--- - L7 e e oo | about 33% - . | thermostat that | October - | use fell 4.83%; | peak hours
B Service. .1 <20kW: . " | accepted .. .:: | automatically 2004 and: . - | with only, not
Areg .l S thermostats...- | adjusts air 2008 . thermostats, monthly or
LT S0 e L conditioning . savingsrose to | annual
- setting in CPP 13%
| Commerciall | 83in2004; | Periods 20-200 kW
- industrial 76in 2005; - | - Peak-period
P B ' about 0% - energy use fell
- | 20-200 kW accepted - 6.75%; with
L | thermostats thermostats,
' savings rose to
9.57%
Guif Power: .~ | Price<" Gulf Power. | Residential 8,500 None— March 2000 | Summer peak | Savings
Company-- -1 responsive load | Company:.:" | 7.7 00 customers pay to present reduction of calculated for
Energy Seiect :'| management: service T b $4.95/month to . 1.73 kW/home | peak hours -
s e o with QPR territoryw—. " - participate in copor14TMWio | only, not
L northwest .- |0 the program for <1 date monthly or
Floridar - = the opportunity v annual
: iy -to save on their Winter peak
- electric bill by " reduction of 3
purchasing kW/home or
electricity at 255 MW to
prices lower date
. than the- Co
standard rate
87% of the time
Ontario Energy | Regulated Price | Hydro One | Residential, 500 Real-time in- 5 months: Peak load Annual energy
Board/ Plan TOU rates | service farm, small home display May— reductions savings
Hydro One area business monitors for half | September averaged 3.7% | averaged 3.3%;
under 50 kW the participants | 2007 with displays,
With displays, savings
impact averaged 7.6%
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Ontario Energy | Regulated Price | Hydro Residential 373 CPP 7 months: Peak load 6.0% average
Board--Smart Pian TOU; Ottawa's TOU participants participants: off- | August reductions annual
Price Pilot TOU with CPP; | service scheduled to total: peak rate cutto | 2006- were: conservation
TOU with territory have smart | 3.1 ¢ents per February effect across all
critical peak’” ' meters 125 in a critical | kWh to offset 2007 5.7% for TOU- | customers
rebate l installed prior. | peak rebate critical peak ' only
: to the start of | price group, price participants,
the pilot 124 eachin : 25.4% for CPP
s TOU-only and TOU with rebate participants
CPP groups participants: . '
refund of 30
cents per kWh
below baseline
usage +$75 at
end of pilot :
Community ~ Hourly pricing - |- Chicago "= | Residential". | 750in 2003, - | Cooperative 2003-2006. | ‘Peak - | Summer-month
Energy © | pilot programy - | T fising 101,100 0 | provided ' Soooen b reductions up energy usage
Cooperative— | air conditioning: in 2006 outreach, .. to 25% in first | reduced 3—4%;
_Energy Smart cycling added o education, .- hour; greatest | no annual net
Pricing Plan as anoption - information _ reductions - - | usage impact
‘ : T e e materials, high: through air - | reported
price alerts: - . | conditioning : :
' . T cycling:
Peak .
| reductions
-declined after |
first hour.and .-
over
successive - |
high-price days

Sources: California Statewide Pilot: George et al. {20086); Gulf Power Company: comments from Ervan Hancock I, Georgia Power Company;

Ontaric Energy Board: Hydro One (2008); and Community Energy Cooperative: Summit Biue Consulting (2004).
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Meisenheimer, Barb

From: Beck, Dan [dan.beck@psc.mo.gov]
Sent: Wednesday, July 09, 2014 11:10 AM
To: Meisenhsimer, Barb

Subject: The Mains Allocator for Summit

The Company’s mains allocator was based on January and February usage for each class in GR-2014-0086. Staff used the
Company’s values but combined several classes to match the Staft’s COS classes. For example, the Company’s Branson -
COOS had two classes for residential customers, GS-RES and GS-RES-OP. Staff had a single class for residential and
combined the two values, 9.53% + 1.31% = 10.84%
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GROSS PLANT IN SERVICE

Summit Natural Gas of Missour, ing,

TEST YEAR ENDED Seplember 30, 2013, Updated Through 12/31/43

CASE NO. GR-2014-0086 (Gallatin District)

DESCRIPTION

Intangible Plant
Manufactured Gas Prduction Plant
Transmisston Plant

Cistritution Piant

374 Land & Land Rights

75 Structures & Improvements
376 Mains

378 Measure & Regulate Sta.
379 City Gate Ck Stafiens

380 Services

381 Meters

382 Metor Installations

383 House Reguiators

385 Ind. Meas. & Reg. Sta. Eq.
386 Property on Customer Premises
387 Other Equipment

Totat Distibution Fant
397.1 Communication Equipment
General Piant

TOTAL GROSS PLANT IN SERVICE

6 9INpoyog

GROSS GENERAL COMMERGIAL TRANSPORTATION LARGE  UNMETERED ALLOCATION
PLANT SERVICE SERVICE SERVICE VOLUME  GAS LIGHTS BASS
$32.160 $22,364 $5484 $2.391 $1.821 $0 C-O-5 REVENUES
0 $0 $0 $0 $0 $0 PEAK DEMAND LESS INTERRUPTIBLE, TRA
$0 $0 $0 50 0 $0 ASSIGNED - RES, $65. LGS BILLS
$74.930 $47,969 $11.427 $7.852 $7662
$199,313 $127.651 $30,395 520,85 §20.381
$4,629,177 $2,964,789 $705,936 §485,091 $473.361 _ )
$160,379 $33,685 $22,408 $126,463 $7,818 '50: VOLUMES
$0 $0 %0 $0 $0 $0 VOLUMES
$3,094,806 $2,569,332 $514,188 $5,643 $5,643 S0 SERVICE ALLOCATOR
$537,142 $373,303. $151,771 $6,034 §6.034 $0 WTD CUST. - METERS
$183,733 $127.691 $51,914 $2,064 52,084 $0 WTD CUST. - METERS
$33,200 $23,073 $9,381 5373 $373 S0 WTD CUST. - REGULATORS
S0 $0 $0 $0 $0 $0 LVILGS VOLUMES
§367.537 $258,096 $61,668 $25,631 $21,142 S0 DISTN PLANT
50 $0 $0 $0 $0 $0 DIST'N PLANT
$9.210,217 $6525609  $1,559,087 $681,042 544,479 $0
$43,857 $36,641 $6,988 $28 S0 S0 ASSIGNED -RES, $GS. LGS BILLS
$290,207 $203,409 $48,588 $21,229 $16.972 SO P.TD PLANT
$9,676,241 $5783,023  $1620,158 $704,689 $563,372 $0

MaNutt SCOS Workpapars Gallatin District



GROSS PLANT N SERVICE

Summit Natural Gas of Missour!, Inc.

TEST YEAR ENDED September 30, 2013, Updated Through 12/31/13  CASE NO. GR-2014-0086 {(Warsaw District)

DESCRIPTION

Intangibie Plant

Manufactured Gas Production: Plant
Transmission Plart

Distribution Plant

374 Land & Land Rights

375 Stuciures & Improvements
376 Mains

378 Measure & Regulate Sta.
379 City Gate Ck Stations

380 Services

381 Meters

282 Mster Instaliations

383 House Regulators

385 ind. Meas. & Reg. Sta. Eq.
385 Property on Customner Premises
387 COther Equipment

Total Distribution Plant
397.1 Communication Equipment
General Plant

TOTAL GROSS PLANT IN SERVICE

6 9INPBYDS

GROSS GENERAL COMMERGIAL TRANSPORTATION LARGE  UNMETERED ALLOGATION
PLANT SERVICE SERVICE VOLUME  GAS LIGHTS BASIS
$14,753 55722 $4.125 $0 54,908 S0 C-0-S REVENUES
$0 $0 $0 $0 $0 S0 PEAK DEMAND LESS INTERRUPTIBLE, TRA
$0 $0 30 $0 S0 $0 ASSIGNED - RES, SGS, LGS BILLS
522,545 $8.723 $6,583 50 $9.239 S0 DIST
S0 50 50 50 0 $0 DISTN MAINS
$13,310,225 $3,969.105 53,886,585 S0 $5454531 50 EAINS:
$79,25¢ $19,562 £22,970 50 536,702 CSOiVOLOMES:
50 S0 $0 S0 30 S0 VOLUMES
$2,966,308 §2.171,586 $596,527 S0 $193,145 S0 SERVICE ALLOCATOR
$498,333 $245,740 $179.122 50 $68,471 $0 WTD CUST. - METERS
$301,003 $148.36 $109,290 0 341,777 $0 WTD CUST. - METERS
$175.460 587,400 363,707 S0 $24,363 $0 WTD CUST. - REGULATORS
50 80 %0 0 $0 30 LV/LGS VOLUMES
$1.172.771 $449,560 $328,870 S0 $364,342 $0 DISTN PLANT
$120,376 $48,145 $33,757 $0 $40,477 $0 DISTN PLANT
$16,641,278 $7.145,780 $8.227.410 S0 $6268.087 $0
$62,377 §48,924 $13,453 50 $0 $0 ASSIGNED - RES, S3S, LGS BILLS
£320.059 $126.522 $92,5% $0 $110,982 $0 PX.D PLANT
519,048,467 $7,326,948 85,337,542 30 $6,382.977 $0

McNutt CCOS Waorkpapsrs Warsaw Distriet




GROSS PLANT IN SERVICE

Summit Natural Sas of Missouri, Inc.

TEST YEAR ENRED September 30, 2013, Updated Through 12/31/13

CASE NO, GR-2014-0086 (Rogersville District)

DESCRIFTION
Intangibte Flant
Manufactured Gas Production Plant
Transmission Plant
Distribution Plant

374 Land & Land Rights

375 Structures & Improvements
376 Mains

378 Measure & Regulate Sta,
378 City Gate Ck Stations

380 Setvices

381 Meters

382, Meter Installations

383 House Regulators

385 Ind. Meas. & Req. $ta. Eq.
385 Property on Customer Premises
387 Other Equipment

Totai Distribution Plant
3571 Communication Equipment
General Plant

TOVAL GROSS PLANT IN SERVICE

§ o|npayog

LARGE
GROSS GENERAL GENERAL LARGE  TRANSPORTATION ALLOCATION
PLANT RESIDENTIAL SERVICE SERVICE VOLUME SERVICE 3ASIS
$8.193 $4,890 $2,070 5653 $579 S0 C-0-5 REVENUES
$0 50 $0 $0 30 $0 PEAK DEMAND LESS INTERRUPTIBLE, TRA
50 $0 50 $0 30 50 ASSIGNED -RES, SGS, LGS BLLS
52,774,811 $978.676 $430,651 $191.759 $180.640 $993,105 DISTNMAING™
0 50 50 50 $0
$70.732,015 $24,947,182  $10.977,508 $4,887,582 $4,5804,654
$652,896 $179,063 $104,167 $46,589 $29,363
$0 30 $0 $0 $0 VOLUMES
$14.041,757 $11,158.429 52,705.421 $94,389 $25,250 $58.268 SERVICE ALLOCATOR
$6,425,186 $3,128,578 $2,676,764 $248,907 52,588 $122.050 WTD GUST. - METERS
$132,780 $64,614 $59,413 $5,141 1,002 $2.521 WTD CUST. - METERS
46,381 $22.570 $20.753 $1,79 $382 $880 WTD CUST, - REGULATORS
$700,852 $0 30 $88,517 §74,528 3537,707 LVILGS VOLUMES
$2,770,630 $1,174.242 $493.215 $16%,426 $144,421 §792,315 DISTN PLANT
S0 50 50 50 50 $0 DISTNPLANT
$58,281,308 $41655,352 17,572,993 85,726,485 5123328 $28,105,450
$142.217 $113,719 $27.571 so27 $0 $0 ASSIGNED - RES, $GS, LGS BILLS
$1,902,497 $808,312 $342.108 $110,846 $99,176 $564,056 P.T.DPLANT
$100,354,215 $42578.273  $18.044,742 $5,838 611 $5.223,083 $26,649,506

MeNult CCOS Workpapers Rogersville District



6 9INpayss

GROSS PLANT IN SERVICE

Summlt Natural Gas of Missour], Ine.

TEST YEAR ENDED Septemnber 30, 2013, Updated Through 12/31/13

CASE NO. GR-2014-0086 (Branson District)

DESCRIPTICN

Intangible Plant

Manufactured Gas Production Plant
Trangmission Plant

Distribution Plant

374 Land & Land Rights

375 Structures & Improvements
376 Mains

378 Measurs & Regulate Sta,
379 City Gate Ck Statlons

380 Senvices

381 Meters

382 Meter Installations

383 House Regulators

385 Ind. Meas. & Reg. Sta. Eq.
386 Property on Customer Promises
387 Other Equipment

Tota| Distribution Plant
397.1 Communication Equiprment
General Plant

TOTAL GROSS PLANT IN SERVICE

LARGE
GROSS GENERAL GENERAL LARGE TRANSPORTATION ALLOCATION
PLANT RESIDENTIAL SERVICE SERVICE VOLUME SERVICE BASIS
$1,019.789 3277436 $267,552 $474,801 ¢ $0 C-0-8 REVENUES
50 50 0 30 $0 5C PEAK DEMAND LESS INTERRUPTIBLE, TRA
$0 $0 30 50 30 $0 ASSIGNED - RES, SGS, LGS BILLS
88,814,848 8955625  $1.088465  $2,158,072 50
$0 50 $0 En 80 NS
$96,985, 144 $4009.591  $4483048 89,058,568 $0 $19,433,9387 DISTN MAINS
$319,592 $17.751 $42,092 $104,158 30 $155,850 L
$0 s0 $0 50 $0 VOLUMES
$3,003,245 $1.711.357 $860,667 $431,220 50 $0 SERVICE ALLOCATOR
$€57,770 $126,152 $232.7¢8 $298,828 50 $0 WTD CUSY. - METERS
$1387.873 $26.462 $45,829 sez.682 80 $0 wWTD CUST. - METERS
537,160 §7427 $13.181 $16,882 30 §0 WTD CUST, -RESULATORS
$0 S0 30 0 $0 $0 LVAGS VOLUMES
31,029,642 141,269 $182,104 $250,038 $0 $499,.230 DIST'N PLANT
$0 30 $0 8Q S0 $0 DIST'N PLANT
350,585,714 $6.995,333 §6,888,146 812,381,291 $C $24,720,823
$35,864 $20.540 $10,330 $4,995 0 30 ASSIGNED-RES, $GS, LGS BILLS
$554,959 $81,635 $30.384 $144,480 $0 $§288.490 P.T.DFLANT
$52,606,366 §7374944  ST246412  $13,005877 $0 $25,009,383

MeNutt CCOS Workpapers Branson District



0i |npayog

SUMMIT NATURAL GAS

CASE NO. GR-2014-0086 (Branscn District)

CUSTOMER CHARGE TABLE
LARGE
GENERAL GENERAL LARGE  TRANSPORTATION
TOTAL RESIDENTIAL SERVICE SERVICE VOLUME SERVICE
TOTAL REVENUES TO COLLECT FROM CLASS $2,443,237 $340,487 $328,356 $582,706 $0 $1,191,688
AMOUNT TO BE COLLECTED IN CUSTOMER CHARGE:
DIRECT SERVICE LINE COSTS $341,951 $194,856 $97,996 549,098 S0 $0
DIRECT METER COSTS §90,392 $17,336 $31,990 $41,065 $0 $0
DIRECT REGULATOR COSTS $4,229 $811 $1,497 $1,921 $0 $0
DIRECT BILLING COSTS $11,213 $4,529 $2,278 $4,406 $0 $0
DIRECT METER READING COSTS $44,663 $25,451 $12,799 $6,413 $0 $0
DIRECT CUSTQMER RELATED COSTS $0 S0 50 0 $0 30
TOTAL AMOUNT TO COLLECT IN CUSTOMER CHARGE $492,447 $242,983 $146,560 $102,904 50 $0
NO. OF BILLS 11,477 6,518 3,278 1,585 0 96
TRADITIONAL CUSTOMER CHARGE FROM COS §37128 $44 $64.92 #DIV/0! $12,413.41
TRADITIONAL CUSTOMER CHARGE (ROUNDED) $37.30 : $64.90 #DIVIOY $12,413.41
AMOUNT COLLECTED IN PROPOSED CUSTOMER CHARC  #DIV/0! $243,121 $146,527 $102,867 #DIV/O! $0
TOTAL AMOUNT TO COLLECT IN COMMODITY CHARGE #DIV/o! $97,365 $181,830 $479,840 #DIV/0! $1,191,688
COMMODITY CHARGE @ 0 PERCENT INCREASE 0.35930
TOTAL AMOUNT TO COLLECT IN DELIVERY CHARGE #DIVio! $340,487 $328,356 $582,706 #DIV/O?
DELIVERY CHARGE @ 0 Percent Increase 810047
$111,331,227  $36,105,533 $1,451,502  $10,321,256

MeNutt CCOS Workpapers Branson District




SUMMIT NATURAL GAS
CASE NO. GR-2014-0086 (Gallatin District)

CUSTOMER GHARGE TABLE
GENERAL COMMERCIAL TRANSPORTATION LARGE  UNMETERED
TOTAL SERVICE SERVICE SERVICE VOLUME  GAS LIGHTS
TOTAL REVENUES TO COLLECT FROM CLASS $1,267,991 $381,749 $216,238 $94,254 $75,750 $0
AMOUNT TO BE COLLECTED IN CUSTOMER CHARGE:
DIRECT SERVICE LINE COSTS ' $346,669 $287,807 $57,597 $632 $632 $0
DIRECT METER COSTS $78,776 $54,748 $22,258 $885 5885 $0
DIRECT REGULATOR COSTS $3,331 $2,315 $941 $37 $37 $0
DIRECT BILLING COSTS $20,409 $16,967 $3,236 $103 $103 $0
DIRECT METER READING COSTS $3,935 $3,267 $654 7 $7 $0
DIRECT CUSTOMER RELATED COSTS $0 $0 $0 $0 so $0
TOTAL AMOUNT TO COLLECT IN CUSTOMER CHARGE $453,120 $365,104 $84,687 $1,664 $1,664 $0
NO. OF BILLS 18,891 12 12 0
TRADITIONAL CUSTOMER CHARGE FROM COS $138.70 $138.70  #DIV/O!
TRADITIONAL CUSTOMER CHARGE (ROUNDED) $138.70 $138.70  #DIV/O!
AMOUNT COLLECTED IN PROPOSED CUSTOMER CHARC $452,380 $1,664 $1,684 $0
TOTAL AMOUNT TO COLLECT IN COMMODITY CHARGE $815,611 $517,314 $131,622 $92,589 $74,085 $0
COMMODITY CHARGE @ 0 PERGENT INCREASE 0.57376
TOTAL AMOUNT TO COLLECT IN DELIVERY CHARGE $1,267,991 $881,749 $216,238 $94,254 $75,750
DELIVERY CHARGE @ 0 Percent Increase T§71sEY
$111,331,227 _ $36,105,533 $1,451502  $10,321,286

0 |npayos

McNutt CCOS Workpapers Gallatin District




SUMMIT NATURAL GAS
CASE NO. GR-2014-0086 (Rogersville District)

CUSTOMER CHARGE TABLE
LARGE
GENERAL  GENERAL LARGE  TRANSPORTATION
TOTAL RESIDENTIAL SERVICE SERVICE VOLUME SERVICE
TOTAL REVENUES TO GOLLECT FROM CLASS $10,034,751 $4,518,310  $1,912,802 $603,434 $535,189 $2,465,016
AMOUNT TO BE COLLECTED IN CUSTOMER CHARGE:
DIRECT SERVICE LINE COSTS $1,446,460 $1,149,445 $278,689 9,723 $2,601 $6,002
DIRECT METER COSTS $689,968 $335,753 $308,729 $26,712 $5,676 $13,008
DIRECT REGULATOR COSTS $5,260 $2,560 $2,354 $204 $43 $100
DIRECT BILLING COSTS $148,113 $113,054 527,411 $3,692 $1,196 $2,760
PIRECT METER READING COSTS $24,601 $19,548 $4,740 $165 $44 $0
DIRECT CUSTOMER RELATED GOSTS s0 $0 $0 $0 $0 $0
TOTAL AMOUNT TO COLLECT IN CUSTOMER CHARGE $2,314,402 $1,620,361 $621,922 $40,496 $9,560 $21,960
NO. OF BILLS 148,044 117,964 28,601 963 156 360
TRADITIONAL CUSTOMER CHARGE FROM COS : $42.05 $61.28 $6,847.27
TRADITIONAL CUSTOMER CHARGE (ROUNDED) s $42.10 $61.30 $6,847.27
AMOUNT COLLECTED IN PROPOSED CUSTOMER CHARG ~ $2,286,854 $1,616,407 620,642 540,542 $9,563 so
TOTAL AMOUNT TO COLLECT IN COMMODITY CHARGE $7,747,897 $2,902,204  $1,292,161 $562,891 $525,626 $2,465,016
COMMODITY CHARGE @ 0 PERCENT INCREASE 0.53249
TOTAL AMOUNT TO COLLECT IN DELIVERY CHARGE $10,034,751 $4518,310  $1,912,802 $503,434 $535,189
DELIVERY CHARGE @ 0 Percent Increase “$38:30" ‘sesisg
$111331,207  $36,105,533  S1AS1502  $40.321,256

0l snpayss

McNutt CCOS Workpapers Rogersville District




SUMMIT NATURAL GAS
CASE NO. GR-2014-0086 (Warsaw District)

CUSTOMER CHARGE TABLE
GENERAL COMMERCIAL TRANSPORTATION LARGE  UNMETERED
TOTAL SERVICE SERVICE SERVICE VOLUME  GAS LIGHTS
TOTAL REVENUES TO COLLECT FROM CLASS $1,261,854 $489,414 $352,640 S0 $419,500 $0
AMOUNT TO BE COLLECTED IN CUSTOMER CHARGE:
DIRECT SERVICE LINE COSTS $341,485 $249,995 $68,673 50 522,816 $0
DIRECT METER COSTS $90,393 $45,027 $32,820 $0 $12,546 $0
DIRECT REGULATOR COSTS $19,654 $9,790 $7,136 $0 $2,728 $0
DIRECT BILLING COSTS $14,573 $9,547 $2,622 $0 $2,404 $0
DIRECT METER READING COSTS $5,613 $4,108 $1,129 $0 $375 $0
DIRECT CUSTOMER RELATED COSTS $0 s0 $0 0 50 0
TOTAL AMOUNT TO COLLECT IN CUSTOMER CHARGE $471,718 $318,463 $112,381 $0 $40,869 $0
NO. OF BILLS 13,447 19,295 2,828 0 324 0
TRADITIONAL CUSTOMER CHARGE FROM COS #DIVIO! $126.14  £DVIO!
TRADITIONAL CUSTOMER CHARGE (ROUNDED) #DIV/0! $126.10  #DWIO!
AMOUNT COLLECTED IN PROPOSED CUSTOMER CHARC #DIV/0! $318,116 $112,272 #DIV/0! $40,356 $0
TOTAL AMOUNT TO COLLECT IN COMMODITY CHARGE #DIV/0! $171,299 $240,368 #DIV/0! §378,944 $0
COMMODITY CHARGE @ 0 PERCENT INCREASE 0.39340
TOTAL AMOUNT TO COLLECT IN DELIVERY CHARGE #DIV/0! $489,414 $352,640 #DIVIO! $419,300
DELIVERY CHARGE @ 0 Percent Increase $47.54 “SI24T0
$111,331,227  $36,105,533 $1,451,502  $10,321,286

0 SInpsydsg

MeNutt CCOS Workpapers Warsaw District






