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REBUTTAL TESTIMONY 

OF 

BARBARA A. MEISENHEIMER 

SUMMIT NATURAL GAS 

CASE NO. GR-2014-0086 

I. INTRODUCTION 

Q. 

A. 

Q. 

A. 

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 tariff modifications proposed by Smnmit Natmal Gas of Missouri, Inc. (SNG 

or the Company). The first issue l 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 to insulate customers from the risks associated with 

service area expansions. Public Counsel does not oppose a limited uniform 

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 Mark e. 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 se1vice residential and small commercial customers. 

Public Counsel strongly opposes the Staff proposal to have all residential and 

small commercial customers pay the same distribution charges regardless of use. 

Fomth, I address the Company's proposal to consolidate the terms and conditions 

of service and the miscellaneous se1vice fees for the previo11S Southern Missouri 

Natural Gas (SMNG) and Missouri Gas Utility (MGU) sc1vice 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 cm1'ently reflect 

different fees for a like service, Public Counsel suggests that instead of allowing 

the higher of two fees the Commission should instead allow a consolidated rate 

set at the lower of the two fees. If particular terms and conditions differ between 

the tariffs, the Commission should only allow consolidation if the more customer-

friendly term or condition is adopted. Finally, I will address miscellaneous tariff 

issues, including 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. 

Q. HAVE YOU TESTIFIED PREVIOUSLY IN THIS CASE? 
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A. No. 

Q. IN I'RilPARING TESTIMONY WHAT MATERIAL DlD 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 

testimony, and supporting documentation of Michelle A. Moorman, Tyson D. 

P011er, Kent D. Taylor and Martha R. Wankmn 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 MissOIU"i Public Service Commission (Staff); Staff work 

papers supporting the Reports; the direct testimony of Stalf witness Tom Imhoff; 

materials from past certification and rate 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 Cotmsel by 

SNG. 

Q. PLEASE SUMMARIZE YOUR EDUCATIONAL AND EMPLOYMENT BACKGROUND, 

A. I hold a Bachelor of Science degree in Mathematics from the University of 

Missouri-Columbia and have completed the comprehensive and qualifying exmns 

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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I have been with the Office of the Public Counsel since Januaty 1996. I 

have testified 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 reqltirement issues related to the 

development of class revenues, 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, I have regularly participated 

in meetings, workshops and settlement negotiations regarding issues before the 

Commission. 

Over the past twenty years I have also taught courses for the following 

institutions: University of Missouri-Columbia, William Woods University, and 

Lincoln University. I currently teach undergraduate and graduate level economics 

courses for William Woods University. 

Q. WHAT IS YOUR EXPERIENCE REGARDING CASES RELATED TO THE SNG 

NATURAL GAS SERVICE AREA? 

A. I participated in the negotiations in Case No. 00-2005-0120, in which MGU 

received initial approval of a Certificate of Convenience and Necessity (CCN) to 

setve as a local gas distribution company (LDC) in Missouri. I 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 increase in base rates. 

Regarding Southern Missouri 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 occmred 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. I also 

participated in negotiations which led to the resolution of Public Counsel's 

Complaint against Southern Missouri Natural Gas in Case No. GC-2006-0 180, 

regarding the Company's gas procurement and hedging practices. In GR-2010-

0347, SMNG sought an increase in base rates and I participated in initial meetings 

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

II. SNG'S COMMITMENTS 1'0 INSULATE CUSTOMERS FROM RISK 

Q. AT PAGE 6 OF HER IlllmCT 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 AllllHESS PRIOR TO UECEIVING 

APPHOVAL TO INCHEASE RATES? 

A. SNG and its predecessors have pursued aggressive expausion over the past 20 

years. For each incremental expansion, the Company filed an Application for a 

CCN. As part of the documentation supporting these Applications, the Company 
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submitted feasibility studies which the Company asserted justified the proposed 

expansions. Public Counsel, the Staff and other patties questioned the projected 

customer conversions, growth and cost assumptions contai11ed in the feasibility 

studies. In order to secure 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 docs not result in customers bearing the risk of the Company's 

decisions to expand. 

Q. PLEASE PROVIDE EXAMPLES OF SNG'S EXPANSION AND COMMITMENTS 

RELATED TO THE GALLATIN SERVICE AREA. 

A. The development of the Gallatin Division in N01thwest Missouri is associated 

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

G0-2005-0120: MGU's Application for a CCN to serve Hm1·ison, 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 future 

rate cases for any failure of this system to achieve forecasted conversion rates 

and/or its inability to succes.yfitlly compete against propane." (Nonunanimous 

Stipulation and Agreement Case No. G0-2005-0120, 12/8/2004) 
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GA-2007-0421: MGU's Applicalion for a CCN for expansion in Daviess Counly 

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-2008-0078: MGU CCN expansion in Han'ison County to serve Maschhoffs, 

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 sl:ltdy was submitted in suppott 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-2009-0057: MGU Application for $7M Debt, to fund current and planned 

operations in MO. The PSC ordered Staffs proposed 6 conditions. The PSC 

reserved the right to consider ratemaking treatment to be afforded these financing 

transactions in any later proceeding. 

Q. HAS THE GALLATIN SYSTEM ACHIEVED THE PROJECTED CUSTOMER COUNTS 

AND SALES VOLUMES REFLECTED IN THE FEASIBILITY STUIJIES SUBMITTED IN 

SUPPOUT OF THE SERVICE AREA EXPANSIONS? 

A. No. 'fhe 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 effmt 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 !-Gallatin HC. 

•• !** 
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**. 

Q. PLEASE PHOVIDE EXAMPLES OF SNG'S EXPANSION AND COMMITMENTS 

JU\LATED TO THE WAHSAW SEHVICE AREA. 

A. The development of the Warsaw Division in Central Missouri is associated with 

eight certificate 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 totafly responsible for the success of this 

project, with no liability or responsibility put 011 customers." 

GA-2009-0422: MGU's Application for a CCN expansion into Benton County, to 

serve Green Ridge, Cole Camp, Lincoln and Warsaw. The Company stated that it 

needed to \tse 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 tolafly 

responsible for !he success of this projecl, tvilh no liability or responsibility pul 011 

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 

.for the success of this project, with 110 liability or responsibility put on 

customers." (Repott and Order p. 8, Case No. GA-20 I 0-0 189) 

GA-2010-0289: MGU's CCN to serve Pettis and Benton Counties. A feasibility 

study was submitted in support of the Application. Approval included the 

condition, "MGU's shareholders accept .filii .financial responsibility .for the 

success of these projects, with 110 liability or responsibility .fa/ling 011 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 fitlly responsible .for the 

success (}(the project, with 110 liability or responsibility put on MGU's existing 

customers." (Report and Order 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 110 liability Ol' responsibility put on customers." 

(Report and Order p. 4, Case No. GA-2013-0404) 
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Q. HAS THE WARSAW SYSTEM ACHIEVED THE PROJECTED CUSTOM~:R COUNTS 

AND SALES VOLUMES REFLECTED IN THR l•"EAS!ll!LITY STUDIES SUBMITTED IN 

SUPPORT OF THE SERVICE AIU:A 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 cff011 to 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 volumes. Projections for the third-year period were used for most expansions. 

Case No. GA-20 12-0044 reflects a more recent expansion and reflects only a 

Year 2 projection. Similarly, Case No.GA-2013-0404 reflects only a Year 1 

projection. A copy of the Applications and feasibility studies used in my analysis 

are included in Schedule !-Warsaw HC. 

••• • •• 
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**' 

•• 

Q. PLEASE PROVIDE EXAMPLES OF SNG'S EXPANSION AND COMMITMENTS 

RELATED TO THE BRANSON SERVICE AREA, 

A. The development of the Branson Division in Southern Missouri 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 missing relevant pages. The Commission's approval 

applied to Branson and Hollister only until a franchise was granted for Branson 

West. The Commission's Second Report and Order at page 10 states "It also 

bears noting that during the hearing, Mr. Mqlfell expressly agreed to have 

SMNG 's shareholders bear the economic risks associated with the e.\}JaJJsion of 

its sen•ice area to the Branson area Oust as in the Lebanon case), including a 

failure to achieve forecasted co11ve1:~ion rates and/or customer growth 

projections. Tr. 87-88 passim. In the first Report and Order, the Commission 

required SMNG to agree to this as a condition of being issued a conditional CCN. 

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

12 
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Q. HAS THE BRANSON SYSTEM ACHIEVED THE PROJECTED CUSTOMER COUNTS 

AND SALES VOLUMES REFLECTED IN THE FEASill!LITY STUDIES SUBMITTED IN 

SUPPORT OF THE SERVICE AREA EXPANSIONS? 

A. No. The Comp~ny 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 infonnation reflected 

in the Company's current filing. In an effmt to provide a very consetYative 

comparison, 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 my analysis are included in Schedule !-Branson HC. The original 

feasibility studies filed in the CCN case, and the copy provided to Public Counsel 

in this case, are missing sheets that contain customer and volume data that I ltse in 

my analysis. I 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 I may need to update 

the customer and volume calculations once I 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 ROGEIISVILLE SERVICE AREA. 

A. The development of the Rogersville Division in South Central Missouri is 

associated with five certificate cases. 

GA-94-127: Tartan Energy Co, L.C., d/b/a Southern Missouri 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 

14 

NP 



2 

3 

4 

5 

6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

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

Willow Springs. A feasibility study was submitted as a late-filed exhibit. The 

Commission's Report & Order conditioned approval of the Application on terms 

contained in a Stipulation and Agreement. The Stipulation and Agreement 

included the following conditions: (l) Tartan consented to achieve a capital 

structure reflecting 40%-42% common equity to total capital ratio; and (2) Tartan 

imputed a volume level of at least 1,797,000 Mcf(for all future rate cases), which 

results in a conversion rate based on Tartan's conversion estimate. The 

imputation reflected that Staffs predicted conversion rate was much lower. Other 

conditions also applied. At Page 25, of the Commission's Report & Order, the 

Commission discussed 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 

might 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. (Repmt 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 responsibility for any loss associated with 

this project, with no liability or responsibility put on customers." (Report and 

Orderp. 4, Case No. GA-2010-0114) 

Q. HAS THE ROGERSVILLE SYSTEM ACHIEVED THE PROJECTED CUSTOMER 

COUNTS AND SALES VOLUMES REFLECTED IN THE FEASIIIILITY 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 eff01t 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 to 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 arc included in Schedule !-Rogersville HC. 
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**' ·** 

** 

** 

Q. DOES THI; COMPANY ACKNOWLI;DGE THAT ITS LOWI(R RAT!( OF RETURN HAS 

III(I(N CAUSED IIY FEWER CUSTOMERS CONNECTING, LOWER GAS 

CONSUMI'TION, CONSTRUCTION DELAYS, DELAYS IN CUSTOMERS 

CONNI;CTING AND HIGHER CONSTRUCTION COSTS? 

A. 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. DOES THE COMPANY ALSO ACKNOWLEDGE THAT COMPETITION FROM 

ALTI;RNATIVE FUELS HAS IMPACTED THE COMPANY? 

A. In 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. 

9 II Ill. ADDITIONAL REVENUE REQUIREMENT ISSUES 

10 II Q. HAS THE COMPANY CLAIMED ANY OF THE FINANCIAl, RISK FOR THE SYSTEMS 

II FALLING SHORT OF PROJECTED CUSTOMERS AND VOLUMES? 

12 A. Only to a limited extent. The Company claims to have made "management policy 

13 decisions" to reduce the requested increase for Branson and Warsaw. The 

14 Company's reasoning is that the Branson system is still growing and the 

15 Company does not want to assign the full cost of the system to early movers. 

16 The decision to reduce the request for Warsaw relates to a mainline shared with 

17 the Lake of the Ozarks system. The Company decided to reduce its request 

18 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 IT HAS MET ITS COMMITMENTS TO 

INSULATE CUSTOMERS FROM THE RISK OF NOT ACHIEVING FORECASTED 

CONVERSION RATES AND/OR CUSTOMER GROWTH PROJECTIONS IN EACH 

DIVISION? 

A. No. 

Q. FOR THE PURPOSE OF DETER~IINING HEVENUE REQUIREMENT FOR THE 

ROGERSVILLE DIVISION, HAS THE COMPANY IMPUTED THE VOLUMES OF AT 

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

A. No. Schedule TDP-1 Exhibit I 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 

I ,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 \Ising the required 

imputation. 

Q. SHOULD SNG IJE ALLOWED TO RECOVER IN RATES THE PURCHASE DISCOUNT 

ASSOCIATE[) 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 ofSMNG to MGU. In 

this case, MGU, the buyer, appears to 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 recorded 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 

common 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 
mle, a regulated gas corporation shall be deemed to provide 
a financial advantage to an affiliated entity if-

L 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 occmTed in an "anns 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 
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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. 

Q. SHOULD SNG BE GRANTED INCREASES WHEN IT HAS NOT DEMONSTRATED 

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

A. 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. 

IV. CUSTOMER RESPONSE TO THE PROPOSED RATE INCREASES 

Q. 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? 

A. 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 territory 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 l 00% increase in the customer 

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

Q. HOW DOES SNG'S REQUESTED INCREASE COMPARE TO 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 

Pl"oposed Annual Increase for 
Natural Gas Company 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-20 I 0-0363 

1 Request for Approval of Proposed Customer Notice, filed AprillO, 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. 

2 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. 

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

of 1. 
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So. Mo. Natural Gas 
Atmos Energy Corp. 

Laclede Gas Company 
Empire District Gas Co. 

$54.50' GR-2010-0347 
$105.72" GR-2010-0192 
$67.08' GR-2010-0171 
$57.36' GR-2009-0434 

For the Branson District, SNG is requesting a rate increase that is .five times 

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 

5 Order Approving Small Company Rate Increase and Approving Tariff, Case No. GR-

20 I 0-034 7, January 19, 20 II. 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 

mcrease. 

6 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 fanners 

raised concerns over bankruptcy if the proposed increase is approved. Mr. Jeffrey 

Miller testified that his chicken fanning business spends approximately $40,000 

annually on natural gas, and that SNG's proposal would increase his gas bill by 

26.5%, or over $10,000, which could force his business into bankruptcy.9 

Q. DO YOU HAVE ADDITIONAL CONCERNS THAT A PORTION OF SNG'S 

CUSTOMERS BELIEVE THEY WERE MISLED INTO SUBSCRIBING TO SNG'S GAS 

SERVICE? 

A. Yes. This is another area of great concern. Many customers expressed feelings of 

being misled by SNG regarding fuhue rates when they originally switched from 

propane to natural gas. During the local public hearing in the City of Branson, 

Ms. Remme Presley, Mayor of Branson, explained: 

9 Transcript (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 concem 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 

constmction was not built into the current rate stmcture. 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 I must say that it was not made clear to our community, I 

think neither to our citizens, nor to our businesses, nor to our city 

staff. to 

Ms. Gail Meyer, a SNG customer with a degree in chemical and petroleum 

refining and engineering, echoed similar feelings. 11 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. 12 

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

10 Tr., Vol. 6, p. 6. 

II fd., p. 14. 

12 !d., p. 15. 
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return on investment."13 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. 

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

PROPANE ONCE THEY HAVE CONVERTED TO NATURAL GAS? 

A. 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. 

v. RESPONSE TO THE STAFF AND COMPANY RATE DESIGN PROPOSALS 

Q. PLEASE DESCRIBE THE COST ASSIGNMENTS AT ISSUE IN THIS CASE, 

13 !d., 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 

se1vice, 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. 

Q. PLEASE DESCRIBE THE PARTIES' PROPOSED METHODS FOR RECOVERING THE 

COST TO PROVIDE SERVICE TO SMALL RESIDENTIAL AND COMMERCIAL 

CUSTOMERS. 

A. 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 

customer, such as the service line which carries gas fi·mn 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 current case, both the Public Counsel and the Company propose to 

continue the use of this traditional two-part rate stmcture. 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. 

Q. 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 

Sun1n1.it Cut-rent and Pronosed Sn1all Custon1er Rates 

Customer Charge Commodity Charge (Ccf) 

Existing Pronoscd Existing Proposed 
Gallatin 
GS-I·csK!cntial $15.00 $20.00 80.44 $0.72 
GS-conuncrcial $15.00 $20.00 80.44 $0.72 

\Varsaw 
OS-residential $15.00 $15.00 $0.55 $0.95 
GS-commcrcial $15.00 $15.00 $0.55 $0.95 

Rogersvine 
GS-rcsidcntial $10.00 $20.00 $0.47 $0.74 
GS-rcs idcntia 1-optiona I $0.71 $1.21 
GS-connncrcial $15.00 $40.00 $0.46 $0.68 
OS- c onnncrc ia 1-opt iona I $0.70 SL27 

Branson 
CiS-residential $10.00 $20.00 S0. 57 $0.94 
CiS-residential-optional $0.81 $1.41 
GS-connncrcial $15.00 $40.00 $0.56 $0.88 
GS-conuucrc ir1l-opt iona I $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 
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at an increase of 167%. Fmther, he Company proposes volumetric mcreases 

ranging from 43% to 80%. 

Q. SHOULD THE COMMISSION APPROVE THE COMPANY'S PROPOSED RATES FOR THE 

RESIDENTIAL AND SMALL GENERAL SERVICE COMMERCIAL CUSTOMERS? 

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

be borne by ratepayers. 

Q. WHAT RATE LEVELS DOES THE STAFF PROPOSE TO IMPLEMENT FOR THE 

RESIDENTIAL AND SMALL GENERAL SERVICE COMMERCIAL CUSTOMERS? 

A. 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 infonnation 

from the Staffs Class Cost of Service Report, Staffs Class Cost of Service work 

papers and Staffs filed Accounting Schedules to quantify the rates that would 

result from the Staffs proposal to implement a SFV rate design. The rates are 

shown in Table 7. 
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Table?. 

StatTPronosed Small Customer Rates 

Dktribution Charge Calcuhtion from CCOS 

Margin Increase Current ReYenue Resulting Revenue No. of Bills Dkt. Charge 
Galhtin 

General ServX:e 7.R4% $638,738 S6HR,831 15,845 543.47 

Warsaw 
General Servkc 103.4~/o $393,Rl<6 $801,443 10)95 $77.85 

R01>ersvi!b 
OS-residential 18.34% $3,717,806 54,399~83 117,964 S37.3Q 
OS-residential-optional 
GS-commercia\ 18.34% $1,895,892 $2)43~63 28,601 S7R.44 
GS-commercial-optional 

Bmnson 

OS-residential 165.1{1'/o $184,071 $487,977 6~18 $74.87 
GS-rcsidcntial-optional 
GS-conunercial 165.HY'/o $344,529 $913,356 3)78 S27S.63 
GS-commercial-optional 

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

CUSTOMERS? 

A. Staffs 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? 

A. 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. 

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

VERY LOW USE DISCONNECT SERVICE? 

A. 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. 

Q. 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? 

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

customer, if 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. 

Q. MIGHT HIGH CUSTOMER CHARGES PROVIDE AN INCENTIVE FOR LOW-USE 

CUSTOMERS TO DISCONNECT SERVICE? 

A. 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 

se1vice during the summer when space heating is not necessary. 

Q. DO LOW-INCOME MISSOURI HOUSEHOLDS TEND TO CONSUMES LESS NATURAL 

GAS THAN THE AVERAGE INCOME HOUSEHOLD? 

A. 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. 

Q. WHAT EVIDENCE SUPPORTS YOUR CONCLUSION THAT THE AVERAGE LOW-

INCOME MISSOURI HOUSEHOLD CONSUMES LESS NATURAL GAS THAN THE 

AVERAGE HOUSEHOLD? 

A. 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 energy policies, such as an energy policy that 
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Q. 

recognizes the needs of vulnerable low-income households. The RECS energy 

consumption data in Diagram I shows that average household natural gas usage 

increases with income in both the Midwest region, which includes Missouri, and 

the South region, which borders Missouri to the south. t4 This shows that low-

income households in colder regions and in wanner regions use below average 

amounts of natural gas. Accordingly, rates that harm low-volume users are 

disproportionately harmful to low-income households. 

Diagram 1 

Average Household Natural Gas Consumption 
by Income in the Midwest and South 

(per million Btu} 

$>W~"'mruol ... . I I '""·"oo ,. sn "" ; :: ~ 
$40,000 to $59,999 · 

Less than $20,000 : 

0 50 100 150 
·······--------·--------

u South 

11 Midwest 

ARE THERE PUBLIC HEALTH CONCERNS ASSOCIATED WITH A RATE DESIGN THAT 

PLACES MORE COST RESPONSIBILITY ON LOW-INCOME HOUSEHOLDS? 

14 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, Iowa, Kansas, 
and Nebraska. The IS-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, particularly 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."15 This poses a "significant risk factor" for children and the elderly 

and those already suffering from chronic diseases such as heart disease, stroke, 

respiratory disease like asthma, and diabetes. 16 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, 17 

and in 19% of low-income households an illness was caused by keeping the home 

too cold. 18 "Financial stresses on households facing high home energy bills mean 

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

15 
Affordable Home Energy and Health: Making the Connections, by Lynn Page Snyder, PhD, 

MPH, National Energy Assistance Directors Association, and Christopher A. Baker, AARP 
Public Policy Institute, June 20 I 0. (see Schedule 7) 

16 Id 

17 
National Energy Assistance Directors Association (NEADA), http://neada.org/program-policy­

reports/ 

Is Id 
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medicines," posing further threats to public health. 19 The Commission has an 

opportunity to make a meaningful impact on low-income households 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 

elderly that are most vulnerable to cold weather. 

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

PLACES MORE COST RESPONSIBILITY ON LOW-INCOME HOUSEHOLDS? 

A. 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 

National Fire Protection Association."20 A rate design that places more cost 

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

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

REPORT IN SUPPORT OF THE SFV RATE DESIGN? 

A. Staff argues that collecting the residential and small commercial customers' cost-

of-se~vice in a fixed monthly Delivety Charge is an equitable and reasonable way 

19 !d. 

20 http://www.dfs.dps.mo.gov/safetytips/home-heating-safety.asp 

37 

NP 



2 

3 

4 

5 

6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

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

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. 

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

ON COST CAUSATION? 

A. 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 cetiain 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 pati, 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 
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level of total mains investment. Because the level of fixed cost in mams 

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 allocate 

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, the 

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 classes 

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 allocated 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 small customer usage characteristics including total 

consumption and peak period consumption contribute to developing the 

allocations of costs to the small customer classes, it is again perfectly reasonable 

that rates are constmcted so that customers within the class who use more overall, 

and use more in peak demand periods, pay more. A traditional 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. 

Q. HAS THE STAFF PREVIOUSLY REJECTED PROPOSALS TO RECOVER ALL 

DISTRIBUTION COSTS THROUGH A FIXED CHARGE DUE TO CONCERNS 

REGARDING THE POTENTIAL DETRIMENT TO LOW-USE CUSTOMERS? 

A. 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 

Sunebuttal 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. 

Q. 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 STAFF 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. 

A. 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 se1vice 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 se1vice 

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 Staffs policy position on rate 

design may not acknowledge that distribution costs vary with individual customer 
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use, as I provided evidence of above, its cost studies do assign costs to the small 

customer classes based, in pmt, 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 delive1y charges. A copy of the portion of 

Staffs work papers showing these calculations is included as Schedule 10. The 

amount of costs collected in the delive1y charge far exceeds a level of costs that 

reasonably can be considered as customer-related costs. 

Q. 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. 

A. The SFV relieves shareholders only of not the risk of reduced usage due to 

conservation and efficiency measures, but also all risk associated with wanner 
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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 still 

face the risk of adverse market movements that increase the commodity cost of 

natural gas. Staffs 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 Commission'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 effmts, 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. 

Q. DO 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? 

A. 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 much 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. 

Q. HAS THE COMMISSION RECENTLY MADE FINDINGS CONSISTENT WITH YOUR 

CONCERNS ABOUT COST ALLOCATIONS, CONSERVATION INCENTIVES AND 

CUSTOMERS' ABILITY TO CONTROL THEIR BILLS? 

A. 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 volumett·ic 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: 

I 0. The chief difference between the various cost of service studies 

is the amount of distribution plant that each expett 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. 

II. 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 E0-2012-0142, 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 effOtts, to fixed customer charges, 
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that cannot be reduced through energy efficiency 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. 

Q. HOW HAVE CONSUMERS RESPONDED TO THE SFV RATE DESIGN? 

A. 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 depat1ment 

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 

46 

NP 



2 

3 

4 

5 

6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

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

rate design and described the overall customer reaction to the SFV rate design as 

negative. Ms. Fred also testified that the Consumer Services Depmtment 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. 

Q. WHAT IMPACT DOES THE SFV RATE DESIGN HAVE UPON RATEPAYER 

CONSERVATION AND ENERGY EFFICIENCY INCENTIVES? 

A. 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 ntility indus!iy, 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."21 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 EFFICIENCY CRITICAL OF THE SFV 

RATE DESIGN SPECIFICALLY? 

21 
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. In2009, 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)?2 

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."23 Under a list of four "specific findings," the first finding states: 

• Shifting costs from volumetric to fixed charges, through rate designs such 

as straight fixed-variable, does not encourage customer energy 

efficiency.24 

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. 

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

NATIONAL ACTION PLAN CONCLUSION THAT SFV RATE DESIGNS ARE HARMFUL 

22 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. 

23 ld. 

24 !d. 
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TO ENERGY EFFICIENCY AND CONSERVATION GOALS? 

A. Yes. According to The Regulatory Assistance Project (RAP), "some studies have 

estimated that SFV pricing can cause usage to go up I 0% or more, enough to 

offset much or all of the benefit of energy efficiency programs. "25 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."26 The RAP study identified the following "adverse side effects" of SFV: 

(I) Energy prices are set far below long-nm marginal cost, leading to uneconomic 

usage; (2) Small users, particularly seniors and apmtment dwellers, pay much 

higher electric and gas bills; and (3) Consumers investment in energy efficiency is 

discouraged. 27 

VI. CONSOL/DATIN OF TARIFFS AND MISCELLANEOUS FEES 

25 Revenue Regulation and Decoupling: A Guide to Themy and Application, June 20 II, The 

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

added]. 

,. I. 
W\VW.rapon 1ne.org. 

27 !d. 
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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? 

A. 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. 

Q. WOULD YOU OPPOSE ANY INCREASE IN LATE PAYMENT CHARGES DUE TO 

CONCERNS REGARDING THE IMPACT ON LOW-INCOME HOUSEHOLDS? 

A. Yes. In a 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. Seeking to create an incentive to make prompt payments by 

making unaffordable bills even higher is not only ineffective, but 

ultimately counter-productive. 28 

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? 

28 Colton (1994). "Energy Efficiency and Low-Income Housing: Energy Policy Hurts the Poor." 
XV! ShelterForcc: 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 tariff 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? 

A. 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. 

Q. SNG HAS NOT LABELED ITS PROPOSED FREE CONVERSION PROGRAM AS A 

PROMOTIONAL PRACTICE. WOULD THE PROPOSED FREE CONVERSION 

PROGRAM CONSTITUTE A PROHIBITED PROMOTIONAL PRACTICE? 

A. 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 fumace 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. 

Q. HAS SNG REQUESTED A VARIANCE FROM THE COMMISSION TO AUTHORIZE A 

PROHIBITED PROMOTIONAL PRACTICE? 

A. 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. 

Q. 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. 

Q. PLEASE SUMMARIZE OPC'S OBJECTIONS TO THE PROPOSED FREE 

CONVERSION PROGRAM. 

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

Q, SNG WITNESS MARTHA WANKUM ALSO 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 VOLUME AND TRANSPORT CUSTOMERS. 

WHAT ARE OPC'S CONCERNS WITH SNG'S PROPOSAL TO MODIFY THE FLEX 

PROVISIONS? 

A. 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 Ccf 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 shmtfall 

associated with this offering on an inter-class basis. 

Q. PLEASE SUMMARIZE YOUR TESTIMONY AND RECOMMENDATIONS. 

A. 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 
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Commission 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 regardless 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. 

Q. DOES THIS CONCLUDE YOUR TESTIMONY? 

A. Yes. 
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GA-2007-0168 

BEFORE THE PUBLIC SERVICE COMMISSION 
STATE OF MISSOURI 

In the matter of the Application of Southem ) 
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, ) Case No. GA-2007-0168 
control, manage and maintain a natural gas ' ) 
distribution system to provide gas service in ) 
Branson, Branson West, Reed's Spring ) 
and Hollister, Missouri. ) 

FIRST AMENDED APPLICATION 

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

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

Section 393.170, RSMo 2000,1 and 4 CSR 240-2.060(1) and 4 CSR 240-3.205 for a certificate of 

public convenience and necessity, respectfully states as follows: 

I. Southern Missouri Gas Company, L.P. d/b/a Southern Missouri Natru·al Gas, a 

Missouri limited partnership, ("SMNG") owns and operates a natru·al gas transmission and 

distr·ibution system located in southern Missouri which serves approximately 7,500 residential, 

conunercial 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 str·eet and mailing address is: 301 E. 171
h Str·eet, Mountain Grove, 

Missouri 65711. The Company's telephonenumberis: (417) 926-7533. 

1 All statutory references are to Revised Statutes of Missouri 2000, unless othetwise 
indicated. 
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2. All correspondence, pleadings, orders, and documents in tins proceeding should 

be addressed to: 

James M. Fischer 
Fischer & Dority, P .C. 
101 Madison Street--Suite 400 
Jefferson City, Missouri 65101 
Telephone: (573) 636-6758 
Email: jfischerpc@aol.com 

Mike Lumby, General Manager 
Southern Missouri Gas Company, L.P. 
301 E. 17th Street 
Mountain Grove, Missouri 65711 
Telephone: (417) 926-7533 
Email: mlumby@smng.biz 

Randal T. Maffett 
Sendero Asset Management, LLC 
1001 Farurin--Suite 550 

( Houston, Texas77022 
Telephone: · (713) 655-0523 
Email: rmaffett@sendero.biz 

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

State and its Fictitious Name Registration were previously filed in Case No. GA-2007-0212 and 

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

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

SMNG on June 29, 2007, SMNG and Alliance Gas Energy Cmporation ("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, Missomi 
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Franchises, needed to provide natural gas service in the Branson and Hollister, Missouri area? 

As a result, AGE's interest in this proceeding has been effectively transferred to SMNG, and the 

Commission on July 11, 2007, granted SMNG's motion for substitution of patty. 

5. Attached hereto and marked as Appendix A are maps ofthe location of the 

proposed service area. Attached hereto and marked as Appendix B is a metes and bounds legal 

description of the proposed boundaries ofthe ce1tificated area. 

6. Attached hereto as Appendix Cis SMNG's Feasibility Study and a sturuna1y of 

the plans and specifications for the project including the estimated cost of construction. 

SMNG's plans for fmancing this project were previously filed on December 8, 2006, with the 

SMNG Application in Case No. GF-2007-0215 and are incorporated herein by reference. 

7. A list of ten persons residing in or who are landowners within the proposed 

se1vice area was previously included in the AGE Application filed on October 26, 2006, and is 

incorpol'ated 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 J?rovide natural gas se1vice to 

customers iu Branson, Missouri which was included in the AGE Application filed on October 26, 

2006, and is incorporated herein by reference. This franchise has been assigned to SMNG, 

pursuant 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 pnrsue this request, and hereby withdraws the request for a certificate of 
convenience at~d necessity to serve Reed's Spring, Missouri. 
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this approval will be filed upon receipt. SMNG is continuing to seek a franchise from the 

municipality of Branson West, Missomi. A copy of. the franchise will be provided to the 

Connnission upon receipt. Approval to use the right-of-way of the respective counties in the 

proposed service area is also being sought, and will be provided upon receipt. SMNG does not 

believe it will not require any additional franchises or pennits fi·om municipalities, counties, or 

other goveriunental authorities in: connection with the proposed construction other than the usual 
J 

and customary state highway, railroad and county road pennits which will be obtained 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 customers in the proposed service area to 

recover distribution system costs in. the proposed service area. This additional customer service 

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. There is no same or similar utility service, regulated or nomegulated, available in 

the area requested . 
. 

II. The granting of this Application is required 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 Branson, Branson West, and Hollister, Missouri will promote 

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

residential, connnercial, industry, municipal and other customers. 
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12. The Applicant has no pending action or final unsatisfied judgments or decisions 

against it fi·om any state or federal agency or court which involve customer service or rates 

which has occtmed within three (3) years of the date ofthe Application. 

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

WHEREFORE, SMNG respectfully requests an order from the Connnission 

granting it a certificate of convenience and necessity to construct, install, own, operate, control, 
I 

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

Branson West, and Hollister, Missouri, pursuant to its proposed rates, mles, and regulations, as 

more fully described herein. 

Respectfully submitted, 

Is/ James M. Fischer 

James M. Fischer Mo. Bar No. 27543 
Fischer & Dority, P .C. 
101 Madison Sh·eet, Suite 400 
Jefferson City, Missouri 65101 
Telephone: (573) 636-6758 
Fax: (573) 636-0383 
Email: jfischerpc@aol.com 

ATTORNEYS FOR 
APPLICANT 

CERTIFICATE OF SERVICE 

I hereby certify that copies of the foregoing have been mailed, hand-delivered, or 
h·ansmitted by facsimile or elech·onic mail to all cotmse1 of record this 1Oth day of August, 
2007. 

Is/ James M. Fischer 

Jantes M. Fischer 
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BEFORE THE PUBLIC SERVICECOMMISSION 
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 

GA-2007 -0168 

. authorizing it to construct, install, own, operate, 
conh·ol, manage and maintain a natural gas 

) 
) 
) 
) 
) 
) 
) 
) 
) 

Case No. GA-2007-0168 

· distribution system to provide gas service in 
Branson, Branson West,Reed's Spring 
and Hollister, Missouri. 

SECOND AMENDED APPLICATION 

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

Gas, ("SMNG" or "Applicant"), by and through its counsel, and for its Second Amended 

Application pursuant to Section 393.170, RSMo 2000,1 and 4 CSR 240-2.060(1) and 4 CSR 240-

3.205 for a certificate of public convenience and necessity, respectfully states as follows: 

1. During discussions with the Staff in this proceeding, two errors in the First 

Amended Application that was filed by SMNG became apparent. This Second Amended 

Application is intended to correct the First Amended Application filed on August 10111
, 2007, by 

interlineation. 

2. Appendix B of the First Amended Application incorrectly stated the metes and 

bounds legal description of the proposed service area. Attached hereto -is a revised Appendix B 

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

1 All 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 1 01
h, 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 charges 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 

desctibed herein. 

Respectfully submitted, 

Is/James M. Fischer ; 

James M. Fischer Mo. Bar No. 27543 
~Fischer & Dority, P.C. 
101 Madison Street, Suite 400 
Jefferson City, Missouri 65101 
Telephone: (573) 636-6758 
Fax: (573) 636-0383 
Email: jfischerpc@aol.com 
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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 5111 day of November, 
2007. 

Is/ James M. Fischer 

James M. Fischer 
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GA-2005-0120 

BEFORE THE PUBLIC SERVICE COMMISSION 
STATE OF MISSOURI 

In the !\•latter of the Application of Missouri Gas ) 
Utility, Inc. for a cct1ificate of public convenience ) 
and necessity authorizing it to construct, install, ) 
own, operate. control manage and maintain a ) 
natural gas distribution system to provide natural ) 
gas service in parts ofH~mison, Daviess and ) 
Caldwell Counties, to acquire the Gallatin and ) 
Hamilton, Missouri natural gas systems and to ) 
encumber the acquired assets. ) 

APPLICATION 

Case No. 

Comes now Missouri Gas Utility, 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-

3.21 0, and for its 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 

encumber 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 currently operated by the cities 

of Gallatin and Hamilton, Missouri. These cities formerly operated the systems under lease-

purchase 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 lime to prevent the disruption of gas service to the Gallatin and Hamilton customers. 

Accordingly, MGU would propose to close this transaction, if possible, on or near December I, 
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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 to be highly confidential and will be provided after 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, Tnc. MGU's principal office will be located at 

702 E. Corine, Gallatin, Missouri 64640. 

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 is marked Appendix A, and attached hereto. 

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 is a subsidiary ofCNG Holdings, Inc. CNG Holdings' principal office is 

located at 7810 Shaffer Parkway, Suite 120 (P.O. Box 70868), Littleton, Colorado 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, 

Jeftcrson, Gilpin, Teller, Clear Creek and Pueblo counties in the state of Colorado. CNG 
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provides this service subject to the jurisdiction of the Colorado Public Utilities Commission. 

4. All correspondence, communications, notices, orders and decisions 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. I 07 
Facsimile: 303.979.7892 
Emai I: mpearnest@co loradonat uralgas. 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 communities of Coffey, Jameson and Brooklyn, Missouri. The gas pipeline was 

installed in late 1995 and became fully operational in 1996. The goal of the project was to 

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. Investment 

in the system was provided by holders ofeertain certificates of participation. In December 2003, 

the City 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 Ce11ificatcs of Participation) because the City did not appropriate funds to 
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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 

n·om 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 Y,mile) for cathodic 

protection monitoring, and 4 separate 6-inch in-line shut-off valves. 

This NGS has an additional25 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 usc. 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 PSI. 

At 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 

Hamilton and surrounding areas. 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 financed through the usc of a lease-

purchase agreement. Under this agreement, Hamilton leased and operated the system. Investment 

in the system 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 

propct1y related to the Business to Lessor/Trustee (which holds such real and personal property 

as Lessor/Trustee for 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. 

I 0. 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 steel 

pipeline between Gallatin, Missouri, and the City of Hamilton, a distance of approximately 13 

miles. The distribution system is polyethylene plastic pipe and includes approximately I 0,000 

feet of 4-inch pipe, 48,000 feet of2-inch pipe and 34,000 feet of y, inch pipe. The distribution 

system cmTently serves 277 residential and commercial customers. 

PROPOSED PURCHASE 

II. MGU proposes to purchase fi·om 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 Gallatin and Hamilton, Missouri and the surrounding areas. The specific terms and 

conditions of the sale are set forth in a Purchase and Sale Agreement by and among City of 

Gallatin. Missouri 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 incorporated by reference as Appendix Band 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 ofMGU, 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 atliliates 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 ofMGU 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 arc 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. 

15. 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 I 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 often persons residing in the 

area 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 Land Appendix M arc the franchises from these cities. No 

other franchises or penn its from municipalities, counties or other governmental authorities will 

be required at this time. 

22. MGU proposes to use the following base rates for natural gas service: 

Customer Charge Commoditv Charge 

Residential s 8.00 £3.00 

Commercial $15.00 $3.00 
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Transport (Finn) s 125.00 $2.70 

Transport (Interruptible) $300.00 Set by Contract 

Marked Appendix Nand Appendix 0, and attached hereto, are the rates ctmently 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 affiliate operations, MGU 

proposes that all rates be set by the therm (I 00,000 BTU) or dekatherm (Dth). The nonnal BTU 

value of the gas delivered into the system fi·om ANR Pipeline is !000 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 transpmtation fees. The estimated usage for the period 

November I, 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 necessmy to 

meet system requirements for that period is $520,4 70, for an initial PGA price of $8. 75/Dth. 

MGU does not intend to lock in 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 

gas 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 tariff sheets which set forth 

such regulations. 
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FINANCING 

25. In order to tlnance the purchases described herein, MGU has arranged for a bank 

loan (the "Loan"). A copy ofthe term sheet for which is attached hereto and marked Appendix 

f. In connection with the Loan, MGU will pledge a tlrst security 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 !I xed for the tlrst tlve-year 

period at a rate equivalent to the published rate of the Federal Home Loan Bank of Topeka for 5-

year tlxcd-ratc advances plus 225 basis points. As oftoday'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 

6.1 0%. All of the S 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 tlnancing 

arrangement itselfwill not result in a change of ownership of these assets. 

CONCLUSION 

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

transactions are not completed. Since MGU has the expertise and the ability to provide scn·icc in 
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this area, MGU believes that the customers should be afforded the opp011unity to take continue to 

take service, if they so desire. These facts supp011 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 Commission 

issue its order: 

I) authorizing MGU to acquire the franchise, works or systems ofthe Gallatin and 

Hamilton, Missouri natural gas systems pursuant to the terms and conditions contained in 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 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. attached hereto as Appendix Band 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, ntles 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 Missouri 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; 

5) authorizing MGU to cause to be done and performed all such other acts and things 
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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 fully 

effectuated; and, 

6) granting such further relief as the Commission may deem just and reasonable 

under the circumstances. 

Respectful yubm i tted, 

//, ///~ 
D~e1:-?: (-p,/~;;EII36592 
BRYDON, SWEARENGEN & ENGLAND P.C. 
312 E. Capitol Avenue 
P. 0. Box 456 
Jefferson City, MO 65102 
(573) 635-7166 
(573) 635-3847 facsimile 
dcooper(ii: hrvd o nlaw .com 

ATTORNEYS FOR MISSOURI GAS UTILITY, INC. 

CERTIFICATE OF SERVICE 

The undersigned certifies that a true and correct copy of the foregoing document was 
hand-delivered, or sent by electronic mail, on October _ti, 2004, to the following: 

Tim Schwarz 
Office of the General Counsel 
Governor Office Building, S'h Floor 
Jefferson City, Mo 65101 

II 

Douglas Michccl 
Office of the Public Counsel 
Govcmor Office Building, 6'h Floor 
Jefferson City, MO 6510 I 
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LIST OF APPENDICES 

APPENDIX A- Certificate to Do Business in Missouri /Application provided. Cert!/icate to be 
late flied.} 

APPENDIX B- Gallatin Purchase Agreement [High(J' ConJidential. Draft and ultimatelv 1111 

executed copy to he lateji/ed afier issuance of a protective order.] 

APPENDIX C- Hamilton Purchase Agreement [HigfiZv Col!fidential. Draji and ultimatelv '"' 
execured copy to be late jlled after issuance of a protective order.} 

APPENDIX D- MGU Board Resolution Approving Gallatin Acquisition 

APPENDIX E- MGU Board Resolution Approving Hamilton Acquisition 

APPENDIX F MGU Pro Forma Balance Sheet and Income Statement 

APPENDIX G- Map of Proposed Certificated Area 

Al'l'ENDIX H- Legal Description of Area to be Certificated 

APPENDIX I- Feasibility Study 

APPENDIX J · List ofTen Persons Residing in the Area to be Certificated (and their addresses) 

APPENDIX K- Gallatin Franchise 

APPENDIX L- Hamilton Franchise [Drq(i provided. Final to be late jlled.} 

APPENDIX M- Coffey Franchise {Draft provided. Final to be late.filed.} 

APPENDIX N- Current Gallatin Rates 

APPENDIX 0- Current Hamilton Rates 

APPENDIX P- Loan Documents [llig!Jiy conJidential. Term s!Jee/lo be provided after 
issuance of a proteclil'e order.] 
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AFFIDAVIT 

STATEOF CoLOf?AfJO ) 
) ss 

COUNTYOF~) 

!, Michael P. Earnest, having been duly sworn upon my oath, stale that I am President I 
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. 

' - t·''---~7//·'. ~ /// '-;--:: f7t ~ f --... -·-~ r•-(' __ _ 

President/ CEO 

My Commission Expires: 

.3 !:< 3 b.ro<o 
I r 

Schedule 1 
G0-2005-0120 Gallatin NP 



GR-2014-0086 

Feasibility Study has been 
deemed "Highly Confidential" 

in its entirety 

Schedule 1 
G0-2005-0120 Gallatin NP 



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 ) Case No. _____ _ 
gas distribution system to provide gas service in ) 
Daviess County, Missouri, as a further ) 
expansion of its existing certified area. ) 

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: 

I. 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 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 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). 

Schedule 1 
GA-2007 -0421 Gallatin NP 



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: tjohnston(!gcngholdings.ncl 

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 Davicss County. This is an area where MGU currently does not hold a certificate for natural 

gas service from the Commission. 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 of3.2 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 Commission granting it a cettificate of convenience and necessity in the sections 

immediately on both sides of the line. These sections would be Sections II, 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 necessmy, 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 sections 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. 

Section22, Township 59 North, Range 27 West in Daviess County, Missouri. 

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

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

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

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

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

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

Section18, 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 Cis 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 extemal financing is anticipated for 

constt·uction related to this area. Construction methods will follow MGU's custonmy standards 

and the rules of the Commission. 

I 0. Attached hereto and marked as Appendix D is a list of ten persons residing in or 

who are landowners within the proposed service area. 

II. Because MGU does not have a cetiificate from the Commission for the area 

where the potential customers are located, it is necessaty 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 

custonmy 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 

constmction 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 mle. These facts suppmt 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 

Nmth, Range 27 West, in Daviess County, Missouri. 

Respectfully submitted, 

£2/d., 
Dean L. Cooper MBE #36592 
BRYDON, SWEARENGEN & ENGLAND P.C. 
312 East Capitol A venue 
P.O. Box456 
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 ) Case No. _____ _ 
gas distribution system to provide gas service in ) 
Harrison County, Missouri, as a fmther ) 
expansion of its existing cettified area. ) 

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 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. 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 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: 

Ti1n 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@cngholdi ngs.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 0.4miles. 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 

immediately 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 attached 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 arc immediately 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: 

Section4, 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 extemal financing is anticipated for 

construction related to this area. Construction methods will follow MGU's customary standards 

and the mles of the Commission. 

l 0. 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. 

II. Because MGU does not have a cettificate 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. 
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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 area by 

construction of additions to existing facilities, MGU believes that potential new customers 

should be afforded the oppmtunity 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 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 64 North, Range 28 West, in Harrison 

County, Missouri. 

Respectfully submitted, 

£2/d., 
Dean L. Cooper MBE #36592 
BRYDON, SWEARENGEN & ENGLAND P.C. 
312 East Capitol Avenue 
P.O. Box456 
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 II '11 day of September, 2007: 

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

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

£1/d., 
Dean L. Cooper 

5 Schedule 1 
GA-2008-0078 Gallalin NP 



GR-2014-0086 

Feasibility Study has been 
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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 ) Case No. _____ _ 
gas distribution system to provide gas service in ) 
Harrison County, Missouri, as a further ) 
expansion of its existing certified area. ) 

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 ce11ificate from the Missouri Secretmy 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( I )(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: tjohnstonGi!cngholdings.net 

5. MGU proposes to install a natural gas distribution system to provide natural gas 

sales and transportation service in Ridgeway, a 41
h 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 Harrison 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 Nmth, Range 27 

West, then proceeding north along Highway T for a distance of 1.6 miles. Additional2" 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. In addition, granting the CCN in these sections will create a "U" shaped cut-out of 

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

located in Section 36, Township 65 N, Range 28 Wand Section I, 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 ofMGU's certificated territmy. MGU stands ready, ifnecessmy, 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 Section I in 

Township 64 N, Range 28 Wand 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 I 0 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 custommy 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 Cis a list often persons who reside, or 

own land, within the proposed service area. 
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II. MGU has already begun to seek 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 custon1a1y state highway, railroad and county road pennits 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 to the public pursuant to its approved rates, rules 

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

Respectfully submitted, 

£2/d, 
Dean L. Cooper MBE #36592 
BRYDON, SWEARENGEN & ENGLAND P.C. 
312 East Capitol Avenue 
P.O. Box456 
Jefferson City, Missouri 65102-0456 
Telephone: (573) 635-7166 
Facsimile: (573) 635-3847 
Email: Dcooper@btydonlaw.com 

Attorneys for Missouri Gas Utility, Inc. 

CERTIFICATE OF SERVICE 

The undersigned certifies that a hue and conect copy of the foregoing document was sent 
by electronic mail to the following counsel this 4111 day of April, 2008: 

Office of the General Counsel 
Missouri Public Service Commission 
Governor State Office Building 
Jefferson City, Missouri 6510 I 

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

£2/d, 
Dean L. Cooper 
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STATEOFCOLORADO ) 
)ss 

COUNTY OF J?~V\ ) 

VERIFICATION 

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 to the best of my information, knowledge and belief; and, 
that I am authorized to make this statement on behalf of MGU. 

~h./0~ 

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

~~~ 
JEANEI!E BINKLEY ~--c~~ 
Notary Public , 

State of -~otorado ! ......_<>,..,, 

6 Schedule 1 
GA-2008-0321 Gallatin NP 

I 

I 



GR-2014-0086 

Feasibility Study has been 
deemed "Highly Confidential" 

in its entirety 
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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 cetiificate of convenience and ) 
necessity authorizing it to construct, install, own, ) 
operate, control, manage and maintain a natural ) Case No. _____ _ 
gas distribution system to provide gas service in ) 
Daviess County, Missouri, as a further ) 
expansion of its existing certified area. ) 

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 Secretaty 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: tjolmston@cngholdings.nct 

5. MGU proposes to install a natnral gas distribution system to provide natural gas 

sales and transportation service in Pattonsburg, a 4'h Class city, located in Daviess County. 

Pattonsburg is located in pat1s 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 currently 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 Band Highway N for a distance of 1.8 miles, 

then turning south along 162"d Street and continuing along 1 '' A venue in Pattonsburg for another 

2 miles. Additional 2" PE lines will be attached to this mainline 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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secondmy 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 Sections 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 certificated in Daviess County is as 

follows: 

Sections 5, 6, 7, 8, 18, 19 in Township 61 North, 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 extemal financing is anticipated for the constmction related to this 

project. Construction methods will follow MGU's custommy standards and the mlcs 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 Cis a list often persons who reside, or 

own land, within the proposed service area. 
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11. 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 propettics have committed to take natural gas if the requested 

CCN is granted. 2 of these 12 commercial propcttics arc 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, counties, or other authorities in connection with the proposed construction other 

than the usual and customary state highway, railroad and county road pennits 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 consttuction 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 Sections listed above in Township 64 North, Range 28 West, in Daviess 
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County, Missouri. 

Respectfully submitted, 

£2/d, 
Dean L. Cooper MBE #36592 
BRYDON, SWEARENGEN & ENGLAND P.C. 
312 East Capitol Avenue 
P.O. Box456 
Jefferson City, Missouri 65102-0456 
Telephone: (573) 635-7166 
Facsimile: (573) 635-3847 
Email: Dcooper@btydonlaw.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 7111 day of April, 2008: 

Office of the General Counsel 
Missouri Public Service Commission 
Governor State Office Building 
Jefferson City, Missouri 6510 I 

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

£2/d, 
Dean L. Cooper 
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STATEOFCOLORADO ) 
)ss 

COUNTY OF ja~!l\ ) 

VERIFICATION 

I, Timothy R. Johnston, state tlmt 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 to the best of my information, knowledge and belief; and, 
that I am authorized to make this statement on behalf of MGU. 

c~~~~ 

Subscribed and sworn to before me this L4 th day of April, 2008. 

~~~ 
JEANHTE BINKLEY I' 
Notary Public 

StaiG of Colorado 
. -~,.-,i' 
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GA-2008-0348 

GR-2014-0086 

Feasibility Study has been 
deemed "Highly Confidential" 

in its entirety 

Schedule 1 
GA-2008-0322 Gallatin NP 



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 cettificate of convenience and ) 
necessity authorizing it to construct, install, own, ) 
operate, control, manage and maintain a natural ) Case No. _____ _ 
gas distribution system to provide gas service in ) 
Daviess County, Missouri, as a further ) 
expansion of its existing certified area. ) 

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 Secretmy 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 Conm1ission, 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 repmt 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: tj ohnston~t]cngholdi ngs.net 

5. MGU proposes to install a natural gas distribution system to provide natural gas 

sales and transportation service in Jamesport, a 4111 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 currently does not hold a cettificate for natural gas 

service from the Commission. MGU will utilize a 4" PE line to serve Jamesport begimting in 

Section 7, Township 59 North, Range 26 West, then proceeding nmth-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 entire 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 ofnon-cettificated 

territmy 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 B is a feasibility study containing a 

description of the plans and specifications for the project, to include the estimated cost of 

constmction 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 constmction related to this 

project. Constmction methods will follow MGU's customary standards and the mles of the 

Commission. MGU plans to use its existing rates and tariff in order to provide service to the 

proposed service area. 

I 0. 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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II. M GU has already begun to seek commitments from potential customers in 

Jamesport and the immediate area around the town. As of this filing, the owners of 63 

residences and 8 commercial properties have committed to take natural gas if the requested CCN 

is granted. I of these 8 commercial propetties 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 

municipalities, counties, or other authorities in connection with the proposed construction other 

than the usual and customaty state highway, railroad and county road pennits which will be 

obtained prior to construction. 

13. The area in which MGU is seeking to be cettificated 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 constmction 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 Sections 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, 

£1/d., 
Dean L. Cooper MBE #36592 
BRYDON, SWEARENGEN & ENGLAND P.C. 
312 East Capitol Avenue 
P.O. Box456 
Jefferson City, Missouri 65102-0456 
Telephone: (573) 635-7166 
Facsimile: (573) 635-3847 
Email: Dcooper@brydonlaw.com 

Attomeys 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"d 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 
Govemor State Office Building 
Jefferson City, Missouri 65101 

£1/d., 
Dean L. Cooper 
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STATEOJlCOLORADO ) 
)ss 

COUNTY OF$~"' ) 

VERIFICATION 

I, Timothy R. Johnston, slate 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 com:ct to the best of my information, knowledge and belief; and, 
that I am authorized to make this statement on behalf of MGU. 

.-<"";.:,-~ • r·.;;y>~~ 

Subscribed and swom to before me this ..:lth day of April, 2008. 

~~ 
JEANEIIE BINKLEY -]"'=! 

Notary Public 
=·()!_ Colora~~..:;.~J 
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1-

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 

GA-2007-0212 

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 2000,1 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 natural gas distribution system to provide natural gas and transportation services in 

Houston, ·Licking, and Mountain View, Missouri. In support of this Application, SMNG 

respectfully states as follows: 

1. . Southern Missouri Gas Company, L.P. d/b/a Southern Missouri Natural G!IS, a 

Missomi lin1ited patinership, ("SMNG") owns and operates a riatural gas . transmission and 

distribution system located in southern Missouri which serves approximately 7,500 residential, 

commer<:ial and industrial customers. SMGC is a "gas co1poration" and "public utility" under 

the jurisdiction of the Missomi Public Service Commission, pursuant to Chapters 386 and 393, 

1Ail 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. 1 ih Street, Monntain Grove, 

Missouri 65711. The Company's telephone munber 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: jfischerpc@aol.com 

Mike Lumby, General Manager 
Southern Missouri Gas Company, L.P. 
3 01 E. 17'h Street 
Monntain Grove, Missomi 65711 
Telephone: (417) 926-7533 
Email: mlmnby@smng.biz 

Randal T. Maffett, President & CEO 
Sendero Asset Management, LLC 
1001 Fannin--Suite 550 
Houston, Texas 77022 
Telephone: (713) 655-0523 
Email: rmaffett@sendero.biz 

3. A copy of SMNG's Ce1tificate Of Good Standing In Missouri from the Missouri 

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

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

certificate of convenience and necessity to SMNG to conshuct and operate natural gas systems in 
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several municipalities, including Houston, Licking and Mountain View, Missomi2 SMNG 

exercised such authority and constructed its hunkline 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. 3 

5. SMNG desires to complete the construction of its distribution system to Houston, 

Licking, and Mountain View. In order to co111111ence construction in these areas, SMNG requests 

that the Commission jssue 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, Missomi 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 often 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 

fi·anchises or pennits will be required from the counties, or other authorities in connection with 

2 On Aprill5, 1995, the Commission issued its Order Approving Taliffs And Authorizing The Connnen;ement Of 
Construction Of Gas Facilities which authorized the predecessor of SMNG, Tatian Energy Company, L.C., d/b/a 
Southern Missouri Gas Company, L.C., to conunence c~mstruction of its trnnkline facilities and municipal 
distribution facilities in several municipalities, including Houston and Licking, Missouri. Fallowing a ratification 
vote in Mountain View, Missouri, the Commission issued a similar Order Granting Certificate Of Convenience And 
Necessity For Mountain View, Missouri, And Authorizing Construction Of Distribution Facilities In Mountain 
View, Missouri, And In Texas And Wright Counties. (Appendix B). 
3 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." 
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the proposed construction other than the usual and customary state highway, railroad and county 

road pemi.its which will be obtained prior to construction. \. 

8. Applicant proposes to use its current rates and regulations, as approved by the 

Commission, for natural gas service contained in its existing tariff. 

9. There is no same or similar utility service, regulated or 1mregulated, available in 

the area requested. 

10. The granting of this Application is required by the public convenience and 

necessity since natural gas service is not presently available in the proposed ce1tificated 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, safe, and reliable source of energy for 

residential, comme1'cial, 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 comt which involve customer service or rates 

which has occmred within three (3) years of the date of the Application. 

12. . The Applicant has no ammal report or assessment fees that are overdue. 

13. The fmancing requirements for the expansion into Houston, Licking, and 

Mountain View along with the request for a ce1tificate of convenience and necessity for Lebanon 

(Case No. GA-2007-0212) are being considered in Case No. GF-2007-0215. In order to obtain 

the financing requested in Case No. GF-2007-0215, it will be necessary for the Company to have 

regulatory authority to proceed with the constmction 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 requests im order from the Commission grant SNMG a certificate of 

convenience and necessity to construct, install, own, operate, conh·ol, 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 !miff in Houston, Licking, and Mountain View, Missouri, as 

more fully described herein. 

Respectfully submitted, 

· Is/ Jmnes M. Fischer 

James M. Fischer Mo. Bm· No. 27543 
Fischer & Dority, P.C. 
101 Madison Street, Suite 400 
Jefferson City, Missouri 65101 
Telephone: (573) 636-6758 
Fax: (573) 636-0383 
Email: jfischerpc@aol.com 

ATTORNEYS FOR 
APPLICANT 
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CERTIFICATE OF SERVICE 

I hereby certify that a tme and conect copy of the foregoing document has been 
hand-delivered, emailed or mailed, postage prepaid, by U.S. Mail, First Class, this 15th day of 
Febmary, 2007, to: 

~ 

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

General Counsel 
Missomi Public Service Commission 
P.O. Box360 
Jefferson City, MO 65102 

Is/ James M. Fischer 

James M. Fischer 
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STATE OF TEXAS 

COUNTY OF HARRIS 

) 
) 
) 

VERIFICATION 

ss. 

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 tllis Application on behalf of Southern 
Missouri Gas Company, L.P. d/b/a Southern Missouri Natural Gas and has Imowledge of the 
matters stated herein, and that said matters are true and correct to the best ofhls knowledge and 
belief. 

k? 
#, 

Subscribed and sworn to before me thls I D ~ day of February, 2007. 

e Grace Raven 
Notary Public 

STATE OF TEXAS 
My Comm Exp. Nov. 16, 2010 

Notary Public 

My Commission Expires: kJ-'N, l Cf 2.01 i) 
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STATE OF MISSOURI 
PUBLIC SERVICE COMMISSION 

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

rn 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, mm, 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, ) 
Licking, Mountain Grove, Mountain View, West ) 
Plains, Ava, Mansfield, Marshfield and Willow ) 
Springs, Missouri. } 

CASE NO. GA-94-127 

ORPER APPROviNG TARIFFS AND AUTHORIZING THE COMMENCEMENT OF CONSTRUCTION· 
OF GAS FACXLITXES 

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

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

Company (Tartan) a Certificate o£ Convenience'and Necessity authorizing it 

to construct, install,. own, operate, control, manage and maintain gas 

facilities and render gas service in and to the residents of certain areas 

of ~lright, Texas_, Howell, Webster, Greene, and Douglas Counties, including 

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

Mountain Grove, West Plains, Ava, Mansfield, Marshfi(O!ld, and Willow 

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

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

contained a nuffiber of conditions, and stat-ed-that~tiie---Certificate of 

Convenience and Necessity would become effective simultaneously ~lith the 

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

i~dicating that Tartan's tariff would not be approved until a number of 

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

that Tartan 11as required to show compliance with a further set of 
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conditions prior to the commencement of construction of any gas facilities. 

Tartan also was required to comply with the terms of- the Nonui\an~mous 

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

pages 27-28-_-of the commission's Report and Order. On October 12, 1994,. 

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

order, with a proposed effective date of November 1,4, 1994, Since that 

time, the effective date of the tariffs have been extended by Tartan 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 

System. 

on April ·7, 1995, the Staff of the i4issouri Public Service 

Commission (Staff) filed a memorandum entitled Staff Recommendation and 

Report on Items and Tariffs Submitted in Compliance with the Commission's 

Report and Order, Staff's memorand\ll]\ serves a threefold purpose: (1) it 

provides Staff's recommendation with respect to the tariffs filed by 

Tartan; (2) it provides a brief report to the Commission on Tartan's 

compliance with the conditions of the Report and Order as required by the 

Report and·order; and (3) it provides a recommendation with respect to 

Tartan 1 s motion for authorization to commence constr':lction of its gas 

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

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

provide Staff with the documents required by the Stipulation and Agreement 

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

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

substitute tariff sheets on a number of occasions. 

Staff states that the tariff sheets tiled by Tartan contain the 

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

provided to its service area in south-central Missouri. 

2 

The material 
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contained in the filing, according to staff, includes a table of contents, 

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

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

this filing.-·also includes Tartan's Promotional Practice provisions and 

incorporates material consistent · "lith the most revisions of the 

Commission's Chapter 13 rules on Service and Bil'ling Practices. In 

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

the Commission's Gas Safety Staff an Operations and.Maintenance Manual, 

including requirements for transmission O&M and a Drug Testing Program 

pursuant to paragraph 5(c) of the Stipulation, and also notes that on March 

23, 1995, the company submitted to the Procurement Analysis Staff a copy 

of a signed firm transportation contract bet1~een Tartan and Williams 

Watural Gas Company pursuant to paragraph 3 of the Stipulation. 

Additionally, Staff mentions it has received unofficial notification from 

·Tartan that the franchise for Mountain View was ratified by the voters iri 

the April 4, 1995 election, 

In conclusion, Staff states that it has reviewed the documents 

which comprise the conditioned items required to be produced prior to the 

granting of the Certificate and authorization of construction, and believes 

that they are in satisfactory compliance with the Commission's Report and 

Order. The Staff also indicates that it has examined the proposed tariff 

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

.Report 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 rende'red on and after April 

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

commencement of construction. 

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

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

3 
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recommendation of Staff, and finds that Tartan is in substantial compliance 

with the conditions precedent to the approval of its tariffs; that Tar~an's 

tariffs are in substantial compliance with the Commission's Report and 

Order; and·that Tartan is in substantial compliance with the conditions 

precedent to commission authorization of the commencement of construction 

of Tartan's gas facilities. 

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

·Tartan was required to file a certificate of aut.hority to do business in 

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

relationship l:ietween Tartan, Torch Energy Advisors, Inc., and Torch 

Marketing, Inc., and a signed firm transportat·ion contract with Williams 

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

certificate, and the affidavit of Tom M. Taylor, 1 which substantially 

comply with the Conunission'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 w.ith the Nonunanimous 

St.±pulation and Agreement and ~he Commission's Report and Order. Thus all 

the. pr.erequisites to approval of Tartan's tariffs have l:)een met. The 

Commission finds that upon review of the tariff sheets fi).ed on October 12, 

1994, as substituted on March 16, 1995 and March 20, 1995, and upon revie"' 

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 tari:ff.sheets as substituted are just and reasonable. 

1 In addition to the required information, Mr. Taylor's affidavit 
notes that Tartan, which will be doing business in the State of Missouri 
under the name of Southern Missouri Gas Company, is required under 
Missouri state law to identify itself as a limited liability company, 
and therefore should be referred to as Southern Missouri Gas company, 
L.C. The commission will use the designation •southern Missouri Gas 
Company, L.C. • in the re.rnainder of its order and in the future. 
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In addition, prior to the commencement of any gas facilities, 

Tartan was required by the Commission's Report and Order to provi_de a 

co!Miitment for the infusion into Tartan of common equity sufficient to 

achieve a 4·0~42 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 wq.s filed as an 

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

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

exhibits are the required approvals of other governmental agencies, 

including: (1) Missouri Highway and Transportation commission permits; (2) 

nationwide permits from the Department of the A~, u.s. Corp of Engineers; 

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

authorizing use of county facilities in unincorporated areas of Douglas, 

Howell, and l'!ebster Counties. These also appear to be in substantial 

compliance with the Commission's Report and Order. 

While county franchises are not a prerequisite to the 

commencement of construction by Tartan, the Commission's Report and Order 

does require any necessary county franchises prior to the construction by 

Tartan of distribution 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 Commission is of the opinion that lack of 

county franchises for Texas and Wright counties is not an iwpediment 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-,/ay for «hiqh approval has 
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been received from the Missouri Highway and Transport at ion Department, the 

trunkline facility and the municipal distribution facilities may be 

constructed with the governmental permits and franchises which have been 

obtained to·· date. In addition, Tartan may construct distribution 

facilities to serve residents in the-unincorporated portions of Douglas, 

Howell, and Webster Counties. 

For purposes of clarity, the Commission determines there are 

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

may not construct distribution facilities to serve residents in the 

unincorporated portions of Texas and Wright Counties 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 facilities to serve residents in the city of Mountain Viet'l 

until it files ·l<ith the Commission a certified copy of the franchise 

ratified by the voters of Mountain Vial<, 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 afte:.; April 15, 1995; 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 coriunencement of construction of Tartan• s trunkline 

facilities, municipal distribution facilities in the incorporated 

municipalities contained within its Certificate of convenience and 

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

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

2 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 with the Commission either· the 
franchise or an affidavit. 
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J:'l' IS 'l'HEREP'ORE ORDERED: 

1. That the following tariff she.ets filed by Tartan Bqergy 

Company, L.C., d/b/a Southern Missouri Gas company, L.C. on October 12, 

1994, as .substituted bY the tariff sheets of Harch 16, 1995 and March 20, 

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

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 simultaneou.sly with the effective date of the tariffs approved 

in Ordered Paragraph No. 1 above, on April 15, 1995. 

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

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

its trunkline facilities; municipal distribution facilities in the 

incorp9rated municipalities contained within its Certificate of Convenience 

and Necessity, with the exception of Mountain view; . and distribution 

facilities in the unincorporated portions of Douglas, Hm<ell, and Webster 

Counties. 

4. That this order shall become effective on April 15, 1995. 

(S B A L) 

• Hueller, Chm .. , McClure, ·Perkins, 
Kincheloe and Crumpton, CC,, Concur. 

7 

BY THB COMHISSION 

o#WL;(~~~ 
David L. Rauch 
Executive Secretary 
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STATE OF MISSOURI 

PUBLIC SERVICE COMMISSION 

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

In the matter of the application of Tartan ) 
Energy Company·, L. C. , d/b/a Southern l~issour:l. ) 
Gas Compp.ny', for· a certificate of convenience } 
and necessity authorizing it to construct, ) 
install, o~m, operate, control, mariage, and ) 
maintain gas facilities and to render gas } 
service in and to. residents of Certain areas ) 
of Wright, Texas, Hm·Jell, Webs-ter, Greene ) 
and Douglas Counties, including the ) 
incorporated municipalities of Seymour, ) 
Cabool, Houston, Licking, Mountain Grove, )· 
Mountain View, Vlest Plains, Ava, Mansfield, ) 
Marshfield, and Willo1~ Springs, Missouri, ) 

CASE NO. qA-94-127 

s 

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

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

Company (Tartan) a Certificate of Convenience and Neces~ity 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 Nright, Texas; Howell, Webster, Greene, and·uouglas Counties, including 
. ' ' 

the incorporated municipalities ot: Caboolr Houstonr Licking 1' Mou:p.ta.in Grove,· 

west Plains~ Ava, Mansfield, Marsh1=ield, and Willow Springs, Missouri,· as 

weil as ~!ountain: View, Missouri, if the franchise granted by Mountain View 

was ratified bY its voters, The Report and Order contained a number of 

conditions with which Tartan was required to comply prior to approval of its 

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

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

the Commencement of Construction of Gas Facilities. 1 In that order, the 

1In that order, the-Commission inadvertently referred to Seymour as 
one o·f-t;he 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 Appliqation, as it 
had .. not received a franchise from Seymour. Tartan has subsequently 
filed an application seeking a Certificate of Convenience and Necessity \ 
_for Seymour and other incorporated m~i~ipalities 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 1•rere approved by the Commissi·ol). 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 respect ·to the incorporated municipality of Mountain Vie>~ 

>~ill be effective as of the effective date of this order, Tartan will also 

a fortiori be authorized as of the same. date to commen.ce construction of its 

municipal distribution facilities in the incorporated municipality of 

Mountain Vie'\'7 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 indicat·ing receipt 

of county franchises from the county cornmissions of Texas and Wright 

Counties. 

~T ~S THEREFORE ORDERED: 

1. That Tartan Energy Corrpany, L.C., d/b/a Southern.!~issouri Gas 

. Company, L, C, be · and is hereby grant·ed a Certificate o:l; Convenience and 

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

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

. residents of the incorporated municipality of Mountain Vie1·1, Missouri .. 

2. That Tartan Energy Corrpany, L.c., d/b/a Southern Missouri Gas 

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

municipal distribution facilities in the incorporated municipality of 

Hountain View, Hissouri, and distribution facilities in the unincorporated 

portions of Texas and Wright Counties . 

... 
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3. Tl:)at this order shall become effective on May 30, 1995. 

(S E A L) 

McClure, Perkins, Kincheloe 
and Crtunpton, CC. , Concur. 
Mueller, Chm. 1 Absent. 

' ··. 

4 

BY THE COMMISSION 

c:Ju~~~~ 
David L. Rauch 
Executive Secretary 

· .. . .. ;< . ~ . 
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STATE OF MISSOURI 

OFFICE OF THE PUBLIC SERVICE COMMISSION 

I have compa~ed the preceding copy with the original on. file 

in this office and I do hereby certify.the 'same to be a true copy 

·tnerefrom and the whole thereof. 

WITNESS my hand and seai of the Pubiiq service commission, at· 

Jefferson city.~ Missouri, this 19th day of. May· , 

1995. -~ 

David L • .t<.aucu 
Executive Secr~tary 
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APPENDIXC 

FEASIBILITY STUDY 

(HIGHLY CONFIDENTIAL INFORMATION-FILED UNDER SEAL) 
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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 cettificate of public convenience ) 
and necessity authorizing it to consh-uct, ) 
install, own, operate, control, manage ) Case No. 

and maintain a natmal gas distribution ) 
system to provide gas service in ) 
Bouston, Licking, and Mountain View, Missouri. ) 

APPLICATION 

GA-2007 -0310 

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 2000,1 and 4 CSR 240-2.060(1) and 4 CSR 240-3.205 requests that the 

Commission issue an order granting SMNG a cettificate of convenience and necessity for a 

pipeline and natural gas distribution system to provide natural gas and h·ansportation services in 

Houston, Licking, and Mountain View, Missouri. In support of this Application, SMNG 

respectfully states as follows: 

1. . Southern Missomi Gas Company, L.P. d/b/a Southern Missouri Natural Gas, a 

Missouri limited pattnership, ("SMNG") owns and operates a riahlral gas . transmission and 

distribution system located in southern Missouri which serves approximately 7,500 residential, 

commercial and industrial customers. SMGC is a "gas corporation" and "public utility" under 

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

1All statutory references are to Revised Statutes ofMissomi 2000, unless otherwise 
indicated. 
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RSMo. 2000. The Company's street and mailing address is: 301 E. 17'h Street, Monntain Grove, 

MissoUl'i 65711. The Company's telephone mnnber is: (411) 926-7533. 

2. All coiTespondence, pleadings, orders, and documents in this proceeding should 

be addressed to: 

James M. Fischer 
Fischer & Dority, P.C. 
101 Madison Street--Suite 400 
Jefferson City, Missouri 65101 
Telephone: (573) 636-6758 
Email: jfischerpc@aol.com 

Mike Lumby, General Manager 
SouthemMissouri Gas Company, L.P. 
301 E. 171

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

Randal T. Maffett, President & CEO 
Sendero Asset Management, LLC 
1001 Fannin--Suite 550 
Houston, Texas 77022 
Telephone: (713) 655-0523 
Email: rmaffett@sendero.biz 

3. A copy of SMNG's Ce1tificate Of Good Standing In Missouri fi:orn the Missouri 

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

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

certificate of convenience and necessity to SMNG to construct and operate natural gas systems in 

2 
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several municipalities, including Houston, Licking and Mountain View, Missouri. 2 SMNG 

exercised such authority and constructed its tmnkline and distribution facilities as authorized by 

the orders in Case No. GA-94-127. However, SMNG did not complete the hunkline and 

distribution systems in Houston, Licking, and Mountain View. 3 

5. SMNG desires to complete the construction 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 ce1tificate of convenience and necessity to conshuct and operate 

natural gas systems in the Houston, Licking, and Mountain View, Missomi areas. 

6. The maps, metes and bounds legal desc1iption of the Houston, Licking, and 

Mo1mtain View, Missomi service area were filed with in the record in Case No. GA-94-127 and 

are incorporated herein by reference. An updated Feasibility Smdy is also being provided in 

Appendix C. A list often 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 

2 On April 15, 1995, the Commission issued its Order Approving Tatiffs And Authorizing The Collllllen~ement Of 
Construction Of Gas Facilities which authorized the predecessor ofSMNG, Ta1tanEnergy Company, L.C., d/b/a 
Southern Missouri Gas Company, L.C., to commence constmction of its trunkline facilities and municipal 
distribution facilities in several municipalities, including Houston and Licking, Missouri. Following a ratification 
vote in Mountain View, Missouri, the Commission issued a similar Order Granting Ce1tificate Of Convenience And 
Necessity For Mountain View, Missouri, And Authorizing Construction OfDistribution Facilities In Mmmtain. 
View, Missouri, And In Texas And Wright Counties. (Appendix B). 
3 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." 
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the proposed construction other than the usual and customary state highway, railroad and county 

road pemiits which will be obtained prior to construction. 
\ 

8. Applicant proposes to use its cunent rates and regulations, as approved by the 

Commission, for natural gas service contained in its existing tariff. 

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

the area requested. 

10. The granting of this Application is required 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, safe, and reliable source of energy for 

residential, commet'cial, indushial, 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 comt which involve customer service or rates 

which has occurred within three (3) years ofthe date of the Application. 

12. . The Applicant has no aunual report or assessment fees that are overdue. 

13. The fmancing requirements for the expansion into Houston, Licking, and 

Momitain View along with the request for a cettificate of convenience and necessity for Lebanon 

(Case No. GA-2007-0212) are being considered in Case No. GF-2007-0215. In order to obtain 

the financing requested in Case No. GF-2007-0215, it will be necessary for the Company to have 

regulatory authotity 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 respectfhlly requests an order from the C01mnission grant SNMG a certificate of 

convenience and necessity to cons!J:uct, install, own, operate, conh·ol, manage, and maintain. a 

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

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

more fully described herein. 

Respectfully submitted, 

· Is/ James M. Fischer 

James M. Fischer Mo. Bar No. 27543 
Fischer & D01ity, P. C. 
·101 Madison Street, Suite 400 
Jefferson c:;ity, Missomi 65101 
Telephone: (573) 636-6758 
Fax: (573) 636-0383 
Email: jfischerpc@aol.com 

ATTORNEYS FOR 
APPLICANT 
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CERTIFICATE OF SERVICE 

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

February, 2007, to: · 

' 

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

General Counsel 
Missouri Public Service Commission 
P.O. Box 360 
Jefferson City, MO 65102 

Is/ James M. Fischer 

James M. Fischer 
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STATE OF TEXAS 

COUNTY OF HARRIS 

) 
) 
) 

VERIFICATION 

ss. 

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 Missomi Natural Gas and has knowledge of the 
matters stated herein, and that said matters are tme and correct to the best of his knowledge and 
belief. 

5,~ 
#, 

Subscribed and sworn to before me this jt:,~ day of February, 2007. 

e Grace Raven 
Notary Public 

STATE OF TEXAS 
My Comm Exp. Nov. 16,2010 

c~>e 
Notary Public 

My Commission Expires: l9{}v, l Gf 2-ut i) 
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Feasibility Study has been 
deemed "Highly Confidential" 

in its entirety 
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STATE OF MISSOURI 
PUBLIC SERVICE CO~lliiSSION 

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

rn the matter of the application of Tartan ) 
Energy Company, L.C., d/b/a Southern Missouri) 
Gas Company, for a certificate of convenience ) 
of necessity authorizing it to construct, ) 
install, own, operate, control, manage and ) 
maintain gas facilities and to render gas ) 
service in and to residents of certain areas ) 
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. ) 

CASE NO. GA-94-127 

ORPER APPROviNG TbRIPFS AND AUTHORIZING THE COMMENCEMENT OF CONSTRUCTION· 
. OF GAS FACILITIES 

j __ 

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

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

Company (Tartan) a Certificate of Convenience 'and Necessity authorizing it 

to construct, install,. o~m, operate, control, manage and maintain gas 

facilities and render gas service in and to the residents of certain areas 

of Wright, Texas .• Howell, Webseer, Greene, and Douglas Counties, including 

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

Mountain Grove, west Plains, Ava, Mansfield, Marshfi<;!ld, and Willo>T 

Springs, Missouri, as well as Mountain View, i~issouri if the franchise 

granted by Mountain View. was ratified by its voters, The Report and Order 
.... ----·---· ·-··----L -··--·-· -----'-1 

contained a nunmer of conditions, and stated that'· the Certificate of 

Convenience and Necessity would become effective simultaneously ~lith the 

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

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

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

that Tartan was required to show compliance ~lith 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 Nonu11an~mous 

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

pages 27-28.:of the commission's Report and Order. On October 12, 1994,. 

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

order, with a proposed effective date of November 1_4, 1994, Since that 

time, the effective date of the .tariffs have been extended by Tartan 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 

System. 

on April 7, 1995, the Staff of the Missouri Public Service 

commission (Staff) filed a memorandum entitled Staff Recommendation and 

Report on Items and Tariffs Submitted in Compliance 1'lith the Commission's 

Report and Order. Staff's memorandlll!' serves a threefold purpose: (1) it 

provides Staff's recommendation with respect to the tariffs filed by 

Tartan; (2) it provides a ))rief report to the Commission on Tartan's 

compliance with the conditions of the Report and Order as required oy the 

Report and·order; and (3) it provides a recommendation with respect to 

Tartan's motion for authorization to corrunence constr\1-ction of its gas 

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

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

provide Staff with the documents requirecl by the Stipulation and Agreement 

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

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

substitute tariff sheets on a n~er 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. 

2 

The mate-rial 
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contained in the filing, according to staff, includes a table of contents, 

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

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

this filing also includes Tartan's Promotional Practice provisions and 

incorporates material consistent · \qith the most revisions of the 

Commission's Chapter 13 rules on Service and Bil1ing Practices, In 

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

the Commission's Gas Safety Staff an Operations and .Maintenance }!anual, 

including requirements for transmission O&M and a Drug Testing Program 

pursuant to paragraph 5(c) of the Stipulation, and also notes that on March 

23, 1995, the company submitted to the Procurement Analysis Staff a copy 

of a signed firm transportation contract between Tartan and Williams 

~atural Gas Company pursuant to paragraph 3 of the Stipulation. 

Additionally, Staff mentions it has received unofficial notification from 

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

the April 4, 1995 election, 

In conclusion, Staff states that it has reviewed the documents 

which comprise the conditioned items required to be produced prior to the 

granting of the Certificate and authorization of construction, and believes 

that they are in satisfactory compliance with the Commission's Report and 

Order. The Staff also indicates that it has examined the proposed tariff 

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

.Report and Order and should be approved. The Staff therefore recommends 
I 

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 Order, and has revie,Jed the · 

3 
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recommendation of Staff, and finds that Tartan is in substantial compliance 

with the conditions precedent to the approval of its tariffs; that Tar'an's 

tariffs are in substantial compliance 11ith the Commission's Report and 

Order; and·that Tartan is in substantial compliance with the conditions 

precedent to commission authorization of th~ commencement of construction 

of Tartan's gas facilities. 

Hore specifically, prior to the approval qr Tartan's tariffs, 

·Tartan 11as required to file a certificate of aut.hority to do business in 

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

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

Marketing, Inc. , and a signed firm transportat-ion contract 11ith Williams 

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

certificate, and the affidavit of Tom H. Taylor, 1 which substantially 

comply with the commission's directive. On !~arch 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 ~he Commission's Report and Order. Thus all 

the . prerequisites to approval of Tartan's tariffs have l;>een met. The 

Commission finds that upon review of the tariff sheets fi1ed 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 tari:ff. sheets as substituted are just and reasonable. 

1 In addition to the required information, Mr. Taylor's affidavit 
notes that Tartan, which will be doing business in the State of Missouri 
under the name of Southern Missouri Gas Company, is required under 
Hissouri 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 re.mainder of its order and in the future. 
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In addition, prior to the commencement of any gas facilities, 

Tartan was required by the Commission's Report and Order t6 provi_de a 

commitment for the infusion into Tartan of common equity sufficient to 

achieve a 4-o~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 ~lith the 

·commission's Report and Order. Also attached to Tartan's motion as 

exhibits are the required _approvals of other governmental agencies, 

including: (1) Missouri Highway and Transportation commission permits; (2) 

nationwide permits from the Department of the_ Army, u.s. Corp of Engineers; 

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

authorizing use of county facilities in unincorporated areas of Douglas, 

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

compliance with the Commission's Report and Order. 

While county franchises are not a prerequisite to the 

commencement of construction by Tartan, the Commission's Report and Order 

does require any necessary county franchises prior to the construction by 

Tartan of distribution 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 con~ission 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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been received from the Missouri Highway and Transportation Department, the 

trunkline facility and the municipal distribution· facilities may be 

constructed with the governmental permits and franchises which have been 

obtained to·· date. In addition, Tartan may construct distribution 

facilities to serve residents in the-unincorporated portions of Douglas, 

Howell, and Webster Counties. 

For purposes of clarity, the Commission determines there are 

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

may not construct distribution facilities to serve residertts in the 

unincorporated portions of Texas and Wright Counties unless it has obtained 

any n<ecessary county franchises authorizing it to do so, and has filed 

either a certified copy of the county franchise or an affidavit indicating · 

that the county franchise has been obtained, and Tartan may not construct 

distribution facilities to serve residents in the city of Mountain View 

until it files ·11ith the Commission a certified copy of the franchise 

ratified by the voters of Mountain View, or an affidavit indicating that 

the voters ratified the franchise in the voter ratification election.' 

The Commission concludes that it is . appropriate to approve 

Tartan's tariffs for service on and afte:>: April 15 '· 1995; to authorize 

Tartan's Certificate of Convenience and Necessity to become effective 

simultaneously with the effective date .of its tariffs on· Ap:~;il 15, 1995; 

and to authorize commencement of construction of Tartan's trunkline 

facilities, municipal dist:>:ibution facilities in the incorpo:>:ated 

municipalities contained within its Certificate of Convenience and 

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

to. serve uninco:~;porated a:>:eas in Douglas, Howell, and Webste:>: Counties. 

2 ~fuile Staff's recommendation indicates it received unofficial 
notification that the f:>:anchise was ratified py vote:>:s on April 4, 1995, 
Tartan is still required to file with the Commission either· the 
franchise or an affidavit. 
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I'I' IS THEREFORE ORDERED: 

1. That the following tariff she.ets filed by Tartan E"!ergy 

Company, L.C., d/b/a Southern Hissouri Gas Company, L.c. on October 12, 

1994, as .substituted bY the tariff sheets of Harch 16, 1995 and March 20, 

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

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 simultaneou.sly with the effective date of the tariffs approved 

in Ordered Paragraph No. 1 above, on April 15, 1995. 

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

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

its trunkline facilities; municipal distribution facilities in the 

incorpqrated mWlicipalities contained within its Certificate of Convenience 

ap.d Necessity, with the exception of Mountain Vie~n and distribution 

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

Counties. 

4. That this order shall become effective on April 15, 1995. 

(S E A L) 

' Hueller, Chm .. , Hcclure, Perkins, 
Kincheloe and Crumpton, CC,, Concur. 

7 

BY THE COMMISSION 

~i(;r~~ 
David L. Rauch 
Executive Secretary 
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STATE OF MISSOURI 

PUBLIC SERVICE CO!lliiSSION 

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

In the matter of the application of T~rtan ) 
Energy Company, L.C., d/b/a Southern Missouri ) 
Gas Comp~ny, for· a certificate of Gonvenience ) 
and necessity authorizing it to construct, } 
install, own, operate, control, man'age, and ) 
maintain gas facilities and to render gas ) 
service in and to-residents of certain areas ) 
of Wright 1 Texas/ Howell, Webster, Greene ) 
and Douglas Counties, including the ) 
incorporated municipalities of Seymour, ) 
Cabool/ Houston, L:i-ckitlg, Mounta:i,.n Grove, )· 
l.fountain Vie\'/, west Plains, Ava, Mansfield, ) 
Marshfield, and Willow Springs, Missou:d. ) 

CASE NO. qA-94-127 

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

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

Company (Tartan) a Certificate of Convenience and Neces::lity 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·nouglas (!ounties, including 

the incorporated municipalities of Cabool, Houston, Licking,· Mou>;1tain Grove,­

West Plains, Ava, Mansfield, l~arshfield, and Willo>T Springs, Missouri, · as 

weil as }!ountain: View, Missouri, if the franchise granted by Mountain View 

was ratified by its voters, The Report and Order contained a number of 

conditions with which Tartan was required to COil\PlY prior to approval of its 

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

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

the Commencement of Construction of Gas Facilities. 1 In that order, the 

1In that order, the-Commission inadvertently referred to seymour as 
one o·f--Ehe 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 subsequently 
filed an application seeking a Certificate of Convenience and Necessity 1 .for Seymour and other incorporated m~i~ipalities 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 \•las made effective simultaneously \'lith the 

effective date. of Tartan'.s tariffs, which were approved by the CommissioJ;J. in 

its Order Approving Tariffs and Authorizing the Commencement of Construction 

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

and Necessity with respect ·to the incorporated municipality of Mountain vie1·1 

will be effective as of the effective date of this order, Tartan 1•1ill also 

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

municipal distribution facilities in the incorporated municipality of 

Mountain View without further action b¥ 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 from the county commissions of Texas and Wright 

Counties. 

IT IS THEREFORE ORDERED: 

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

. Company, L. C. be and is hereby granted a Certificate o:i; Convenience and 

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

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

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

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

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

municipal distribution facilities in the incorporated municipality of 

Hountain View, 14issourl, and distribution facilities in the unincorporated 

portions of Texas and Wright Counties. 

,•· 
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3. That this order shall become effective on May 30, 1995. 

(S E A L) 

McClure, Perkins, Kincheloe 
and Crwnpton, cc., Concur. 
Mueller, Clml.. 1 Absent. 

... 

4 

BY THE COMMISSION 

~~~~~ 
David L. Rauch 
Executive Secreta~ 

· .. .. -. • > 
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STATE OF MISSOURI 

OFFICE OF THE PUBLIC SERVICE COiilliSSION 

I have compa~ed the preceding copy with the original on file 

in this office and I do hereby certify -the 'same to be a true copy 

· tnerefrom and the whole thereo'f. 

WITNESS my hand and seai of the Pubiiq service Commission, at· 

Jefferson city.~ Missouri, this 19th 

1995. 

day of. Hay· 1 

~~.~-~ 

David L. J.<aucu 
Executive sacr~tary 
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APPENDIXC 

FEASIBILITY STUDY 

(HIGHLY CONFIDENTIAL INFORMATION-FILED UNDER SEAL) 
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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. 

GA-201 0-0114 

------

APPLICATION AND MOTION FOR EXPEDITED TREATMENT 

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

Gas, ("SMNG" or "Applicant"), by and through its counsel, and for its Application pursuant 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 parfuership, ("SMNG") owns and operates a natural gas tr·ansmission and 

distribution system located in southern Missouri which currently serves approximately 7,500 

residential, commercial and industrial customers. SMGC is a "gas corporation" and "public 

utility" under the jurisdiction of the Missouri Public Service Commission, pursuant to Chapters 

386 and 393, RSMo. 2000. The Company's street and mailing address is:' 500 W. 19°' Street, 

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

1 All statutory references are to Revised Statutes of Missouri 2000, unless otherwise 
indicated. 
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2. All con·espondence, 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: jfischemc@aol.com 

lwdority@sprintmail.com 

Mike Lumby, General Manager 
Southern Missouri Gas Company; L.P. 
500 W. 19tl' Street 
Mountain Grove, Missomi 65711 
Telephone: (417) 926-7533 
Email: mlumby@snmg.biz 

Randal T. Maffett, President & CEO 
Sendero Asset Management, LLC 
1001 Fannin--Suite 550 
Houston, Texas 77022 
Telephone: (713) 655-0523 
Email: rmaffett@sendero.biz 

3. A copy of SMNG's Cettificate 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, 

2 
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Licking and Houston, Missouri; as an expansion· of its then-existing certificated area, subject to 

the conditions set out therein. 2 

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, Missouri, within Section 28, Township 35 North, Range 15 

West in Laclede County, Missouri. This is an area where SMNG currently does not hold a 

certificate for natural gas service from the Commission. 

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

proposed service area described above, which includes the area of the proposed line extension 

from SMNG's existing system by approximately four (4) miles. SMNG already has a cetiificate 

from the Commission to serve certain Sections and Ranges of Townships 33 North and 34 North 

in Laclede County. 

7. Attached hereto and marked as Appendix B is . a metes and bounds legal 

description of the boundaries of the proposed service area. 

8. Attached hereto as Appendix C is SMNG's Feasibility Study and a summary of 

the plans and specifications 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. 
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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 

pe1mission fi:om the Conunission. 

11. Applicant will not require any additional fi·anchises or permits from 

municipalities, counties, or other authorities in connection with the proposed construction other 

than the usual and customary state highway, railroad and county road permits which will be 

obtained prior to construction. 

12. Applicant proposes to use its current rates and regulations, as approved by the 

Commission, for natural gas service contained in its existing tariff. 

13. There is no same or similar natural gas utility service, regulated or unregulated, 

available in the area requested. Since SMNG has the ability to provide natural gas service in this 

area by construction of additions to existing facilities, SMNG believes that potential new 

customers should be afforded the opportunity to take service from SMNG if they so desire, 

pursuant to SMNG's extension rule. The availability of natural gas to this area will support the 

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

customers. These facts support a finding that the granting of the application is required by the 

public convenience and necessity. 

14. No gas transmission lines are required to be constructed as a pa1t 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 Applicant has no annual report or assessment fees that are overdue. 
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MOTION FOREXPEDITED 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 could have been once it became apparent that there 

was a need for natural gas service in the requested area. The benefit that will accrue from 

granting the application by the requested date is the commercial customer will be provided a safe 

and reasonably priced source of natural gas as soon as possible. No harm will accme to SMNG's 

existing customers or the general public by granting this request for expedited treahnent. 

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

Gas respectfully requests an order from the Connnission granting it a cettificate of convenience 

and necessity on an expedited basis to construct, install, own, operate, control, manage, and 

maintain a system for the provision of natural gas service to the public pursuant to its approved 

rates, rules, and regulations contained in its tariff for Lebanon, Missouri, in the proposed service 

area in Laclede County, Missouri, as more fully described herein. 

Respectfully submitted, 

/s/ James M Fischer · 

James M. Fischer Mo. Bar No. 27543 
LarryW. Dority Mo. BarNo. 25617 
Fischer & Dority, P. C. 
101 Madison Street, Suite400 
Jefferson City, Missouri 65101 
Telephone: (573) 636-6758 
Fax: (573) 636-0383 
Email: jfischerpc@aol.com 

lwdority@sprinhnail.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 13th day of 

October, 2009, to: 

Office of the Public Counsel 
P.O. Box2230 
Jefferson City, MO 65102 

General Counsel 
Missouri Public Service Commission 
P.O. Box360 
Jefferson City, MO 65102 

Is/ James M Fischer 

James M. Fischer 

6 

Schedule 1 
Rogersville NP 

I 

I 

I 
I 

I 
I 
I 

II 
I 
II 

II 
I 



II, 

I' 

li 

STATE OF :MISSOUR1 

COUNTY OF 

) 
) 
) 

VERIFICATION 

ss. 

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

VkM~ 
Michael Lumby 

Subscribed and sworn to before me this /..:3 }'<--day of ;/)!?I.PW , 2009. 

~ t21l&& 
otary Public 

My Commission Expires: S/ 0 'f /12..- . 
1/ 

7 

LINOiiAMDORE 
~llla!Y Pubic- Notruv Seal 

State of Missouri 
Commissioned for Wright County 

My Commission Elql~as: May 04,2012 
Commission Nvmbor; 08414018 
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APPENDIXC 

FEASIBILITY STUDY 

(HIGHLY CONFIDENTIAL INFORMATION-FILED UNDER SEAL) 
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AlToRNBY AT U.w 
IU:GUUITO~Y CONSUll'ANr 

• JAMES M. FISCHER, P.C. 
101 Wm: McCAA1Y, SUI11! 215 

]Em.IOON O!Y, MO 65!01 

July 11, 1995 

Mr. David L. Rauch 
Executive Secretary 
Missouri Public Service Commission 
P.O. BoX 360 
Jefferson City, Missouri 65102 

RE: ~artan Energy Company, L.c. 
case No. GA-95-349 

Dear Mr. Rauch: 

TI!WIIONE (314) 636-6758 
FAX (31~) 6%-0383 

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

on page 1 of Exhibit 2 of the Application, there is the 
following reference: "Note: This proposed additional service area 
includes the previously existing service area of sections 13, 24 
and 25 of T20N R20W and does not exclude any portion of the 
corporate limits of Rogersville lying in Greene county." The 
reference to "~20N" in the above-referenced sentence should read 
"~28N". 

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

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

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

Sincerely • d 
~ )/, ;to, ... ~ 

JMF:jr 

co: 

&•• H. •~=her ''· ~ • 
A "'( • ~ ~<t ?/ 

Office of the PUblic counsel 

tt• 

\'~~..r.r. ~. 
·;!:~"" Oc::, 'f) "'c ~~'/ 

o~,.,f" 
~1, 



AlTOIINBY AT LIW 
R!.oUU.TOl\Y CoN!UlTANT 

JAMES M. FISCHER, P.C. 
101 Wssr McO\Jm', .$tim! 215 

}UFI!ASON Cm\ MO 65101 

June 14, 1995 

Mr. David I.. Rauch 
Executive Secretary 
Missouri PUblic Service Commission 
P,O, BoX 360 
Jefferson City, Missouri 65102 

l'r.WNONB (314) 636-67J8 
PAX (3J4j 636-0383 

FILED 
JUN 1 d i995 

/i,:SSOU~l 

PUB"~ , •. ,"IC' C"'"""S'O'' .. 1 .... vc;~ ·• .; '"'"'11111.) • .1~ 

REI Tartan Energy Co»pany, L.C. d/b/a Southern Missouri Gas 
Co»pany, L.C.; Case No. GA-95•349 

Dear Hr. Rauch: sho ... IJ be ~ 

Enclosed o~~rertle original and fourteen (14J copies of 
late-tiled Bxhibit~~Fea&ibilJty study ot Tartan Bnergy Co»psny, 
L.C. d/b/a Southern H1ssour! aas Company, L.C. for tiling in the 
above-referenced matter. A copy of the foregoing d CUJient has been 
hand-delivered or mailed this date to parties of record. 

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

Thank you tor your attention to this •attar. 

JIIFijr 
Bnalosurse 

co: Partie• ot Record 

SJ.naerely, , 

):::! .. :~ 
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EXHIBIT~- FEASIBILITY STUDY 

INTRODUCTION 

Ttle original Feasibility Study for the Tartan Energy Company, L.C. I"Tartan"l, dba 

Southtfn Miseourl Gas Company, L.C. I"SMGC"I, submitted In Dacamber 1993, with 

aupplementeaubmltted in January 1994 and Aprll1994, as part of Cue Number GA· 

94-127, included Tartan's plans to provide natural gas service to five 8IT18IIer 

"probable additional cities" located along the then·propoaed trunll pipeline route. 

These five cities, Rogersville, Fordland, Diggins, Seymour and Norwood, had not at 

that time granted franchlall to Tartan for such gas service, although dlscuasions 

directed towards obtaining franchises were beginning. In the absence of these 

franchises, the Mlsaouri Public Service Commission, in ita order issued September 16, 

1994, did not grant Tartan authority to provide gas service within the corporate limits 

of these cttlea, although Tartan's approved service area surrounds the corporate limits 

of au these cltiea on all sldas. Since the Issuance of the MPSC's order, Tartan has 

obtained franchises In all five cities, whh voter ratification completed In four and voter 

ratification scheduled In the fifth, Diggins, In August 1995. Caples of thea& 

franchlael were filed with Tertan's May 9, 1995 Application to the MPSC for 

authority IWid a Certificate of Convenience and Necessity to provide naturel 1J11 

seMce to these cities. 

In Greene County, local enthullum for naturiiiiJIIIa high and Tarten has received 

In excep of 40 local r8lidentl' request~ for farm taps, along the SMGC trunk pipeline 

route betw&Ml the system origin point and Rogeravllle. As a result, Tartan Ia 

requllting thlrt ita typically three mile wide service area be extended westwerd 

approximately seven mhl. This allgtrtly expanded service area will allow Tartan to 

K<:Onll'nOCIIte local ra1identa' request~ for farm t8pl along thll ngment of tnJnklifle 

end Ia lhoWn on Exhibit 2, ~ 1 of 3, of Tartan's AIJplicetlon. 



To fulfill the statutory requirement that a feasibility study accompany an Application 

for additional service lf88, TIIIUn hal prepat'ad this faaalbHity study, to be lata-fHad 

u Ellhlblt 4, with currant Information supporting the service area expansions ltha five 

cities plus Greene County extension) sought In Its recently flied Application. The 

following discussion Is supported by Tables 1 through 6 Immediately following the 

diSCU88IOn, 

DISCUSSION 

Specifications 

The distribution piping specifications planned for these five cities ere given in Tabla 

1. Previously, this information hed bean basad on the use of Pflllllps Driscoplpe Sarles 

6500. After solicitation of material quotes for SMGC's 1995 construction season, the 

belt value was achieved with Chevron Pl&liCO PE2406 series medium density 

polyethylene lwhlch Is fully equivalent to Pflllllpa Driscoplpe 6500), thus Table 1 now 

referancea this selection. Althougb Table 1 provides Information for piping u l&rge 

as nominal 8-lnch diameter, no pipe larger than 4-lnch dillmeter, with one poaslble 

ellcaptlon, Is planned for uae In any of the five cltlea. The posllble ellcaptlon Is for 

the City of Seymour, where e short segment of nomlneiS-Inch diameter pipe may be 

used. No lteel pipe will be UHd at eny point between the city gate meter ltatlon and 

the Individual service meter/regulatora In any of the five cities. City gate 

regulator/mlltlr tltltionl, epproprilltely sized clOnes of those now being inltallad at 

each city preyloualy approved for aervlce by SMGC, will be used for each city. 

The diltrlbutlon avatema to be conatructed for each of the five cities w11 be dealgned, 

conatructed, op8f8t8d end melntllnad to the Nl118 apeclflcatlona and c:riteria as those 

baing built in the ten cltlta previously approved for gea HfYk:e along the SMGC 

ayattm. Copies of II c:onatruct1on apecifications, welclng end polyed1riane fusion 

~. OIM menuell, emergency menuell, drug I'IMIIlUII, etc. ware provided 

-2- I 
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• • 
to the MPSe 111 pert of the voluminous submlaslons In Cue No. GA-94-127 and Me 

Incorporated herein by refefeooe. Updates of these manuals and speclffcetionllll'e 

perlodlcelly provided to the MPSe and will be equally applicable to the distribution 

systems proposed for these five cities. 

Table 2 gives updated test pressures and maximum allowable operating pressures 

IMAOPsl for the In-house piping now planned for use by SMGe. After on-site 

surveys, Tartan has concluded that most, if not all, existing In-house propane piping 

can be coat effectively replaced as part of the converalon to natural gas process. 

Replacement of propene piping wHI give uniformly and appropriately sized In-house 

piping in the majority of SMGe's customer base and will eliminate the labor 

consumptive selective replacement of frequently too small propane pipe segmentS and 

wall as the time consuming location and repair of existing propene piping leaks. 

Complete piping replacement is made fesslble through the availability and cost 

effectiveness of "gas-yellow" flexible, corrugated, vinyl clad stainless steel tubing that 

Is Industry end AGA (American Gss Association) approved fOJ use ssln-house natural 

gas piping. The need for only relatively short runs of this robust tubing In the typical 

house combined with its ease of Installation and requirement for euentlelly no flttlnys 

other then end connectOJB make the tubing the material of choice for SMGe's 

upgrading of in-home piping. This selection Is eapeclally obvioUs when compared to 

the fitting, tooling and labor consumptive Installation of rigid "black" steel pipe 

otherwise typical of In-house gas piping. The typical household conv&rlion from 

propane to natural gas can be fiCcompllshed using stainless steel tubing withkl the 

aame $200 per convllfllon budget previously approved for SMGe. 

SMGe now ~ to uae a 14-lnch we (water column) In-house MAOP piping 

prenure. This pr8IIUnt Ia within the epproved prenuJe rating of household 

~ gas reg~Mtion/control valves and e11m1n1tea the I1Hd for the lndivlduel 

IIJI)IIenc4t regulltoR requhd for the previously planned two-pound 12 psig) in-house 

p1p1ng av-ttm. u.e or the 14-loc:h we MAOP a11o allows the doWMizinQ ot ln-houle 

·3· 



• 
piping, especially for higher lou corrugated tubing auch as the vinyl clad stalnleas 

lteel tubing propoaed for use by SMGC. The combination of reduced tubing/end 

connector size ltyplcelfy 1/2-lnch versus 3/4-lnchl end coat plus the eate of tubing 

Installation and ellmlnatfon of a 2-pound to 4-ounca regulator on eech eppllence all 

support the use of the 14-lnch WC In-house piping MAOP. The In-house piping 

conversions for these five cities are proposed. and will be, absolutely consistent with 

conversions to be done In the ten previously approved SMGC cities. 

Demand 

Demand estimates tor these five cities are addressed In Tables 3 and 4A/48/4C. 

Table 3 shows demand for the five cities as estimated In the original feallblllty studv· 
That study called for a residential demand at the end of year 3 equalling 112,613 

MCF/year. The original study used logically derived percentage multipliers to estimate 

annual commercial (44.2'161 and industrial 168'161 demand for the then-proposed 

SMGC system. These ·estimates were not made Individually for these five cltlea, but 

applying these percentegea to the above residential demand at the end of year thfee 

yields 49,776 MCF/YHI' tor commercial demand and 86,315 MCF/year industrial 

demand. It should be noted that these percentage multipliers were statistical and 

ware basad on a relatiVely large population; these ware noted during Case No. GA-94-

127 n not being pal1iculerly applicable to the smaller SMGC communities where the 

preaence or eblenca of a single large commercial or indulttlal user could greatly lkew 

the ltatiltlcs. Since these five cltlel•e or are among the five smelleat for the SMGC 

ayatem, the total demand estimate determined from the original feaalblllty studv 
should be viewed as a maximum demand estimate. 

Tibia 4A glvea the current demand ettimata. It il baaed on actual pr~ tank 

c:ount11 ttken In May 1995 end 1111ume1 90'16 of kH:Ity propene Ul8fl convert to 

net\nl 0111 within three veen of 0111..-.rice becoming avlil'lble. Theae lmUIT1ptlona 

yilld • end of v- 3 rulctentlll demand eq"*'U137,070 MCFtyeer. Reviewing 

-4-
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Dun end Bfadatrelt-Dunt· Mlltcat ldentiflerl detlbaH vJeldl commerclll IICtivltY 
countt for 1110h of the five cftlea end aliowa both the eKcluiiOn of llfOI)IIW/!)11 rtletld 

ectlvltiM l!ld the klontlflcltlon of 1111'111 commercllll or lndulttlal ectMtlet thlt have 

atrona natllfel gu customer potential. Assuming 7096 converalon of commercial 

IOtlvltlel at the end of veer three with a conservative typical 1 flO MCF/yeer (6096 

greater then a typical residential customer) consumption per cuatomer ylelda a 

commercial demand aqualUng 42,106 MCF/vear. Direct contacts with three Identified 

potential lndUitl'lal or lerge commercial customers yields hydrocarbon en«gy 

consumption equivalent to 32,956 MCF/year. 

Table 48 totals residential, commercial and industrial demands by citY and yields a 

five city total demand equal to 212.131 MCElvear. Aa In the original feasibilitY study, 

no apeclflc allowance has been made for the noer-term conversion of electric or wood 

hel!tlng residential cuatomera to natural gas, although reaklentlal contacts made with 

SMGC Indicate that aevlll'alauch conviJI'alona ere likely when gea becomes available. 

Table~ at.rnmarizas various detebaaelnforrnatlon tDlB and Strategic Mapping, Inc.) 

to demonetrate the upllde market potential for tt~~te .~ Cftlel, IJiing Information 

aUI'IImllized by ziP code region (1.~ •• the lndivlduel geogrephlc ar111 having ~~en 
zip code), •ea commen:lalectivlty counta are confirmed and the jK1pUIItlonl cloaaiV 
IUffoundlng the COfPC)f1lte llmlta qt the flva cltiel are. Pfaaanted; The moat Striking 

Uplidepotantllllwllasfromthl~denle~~oundlng Roger~· 
(8-to-1 veriUI COIJ)Of8te lilritl populatloft and the ritor. tYPicli 3-to-1 for other cltiel 

along the SMGC 111tem). ThiS population's enthulialm for lllti.Wal 1J11 is fmher 

tMdenced by thl numeroua contacta SMGC is recalvfng, aa 1yat1m trunk pipeline 

conatructlon proQreal4le In the .... along the linea of "Wben wil gal 8ervk:e be 

aYIICible?w end "How 0111 I lign up for It?" 

To aummarlze thl Mtt11lillWd demllid lt\idy for tiMiae five cltill, there - no 

.W.twnd~ clffetencM from thllnf011'Mtion preaentld In the orlglnll f111ltllity ftUc!y 

·6-



and factored Into Tartan's planning since Inception. These five cities offer attractive, 

email Incremental m~Beta for a distribution ayetem that Ia already plllllng through the 

llfaa. Local enthualeam for natural gas gives a high likelihood that thla market will be 

r81111zed given competitive pricing with propane and good service reaponae. Aa for 

the remainder of SMGC, farm tapa will be revlawed, justified and addressed on an 

Individual basis based on Installation costa versus demand. 

Engineering Coat Estimate 

The original feasibility study estimated coat for the dlstrlbutlon system In the five 

cities to total$2,245,000 predicated on 1,150 residential custornara. Using a current 

residential customer count estimate of 1,371 and using current SMGC materials and 

contractor quotes, the total estimated costs for the five cities ere $2,984,887. Table 

5 gives the Individual cost estimate per city. Note that these estlmatGS are 

extrapolations from the detailed estimates prepared for polyethylene distribution 

construction and propane-to-natural gas conversions In seven cities during SMGC's 

1995 construction season. 

The original study PfOVided tentative dlatributlon piping grids superimposed on city 

map bactgfounds for the original ten cities approved for SMGC. These preliminary 

grids, prepared by map and aeJial photo analysis with leklcted on-site checks, proved 

of limited worth (and len accurate than a well review~ extrapolation) relative to the 

latllfdetolledcollltrUctlonmapsthethavebeenpr~lhowingtheactualpropoaed 

piping locations and the kK:etion of ell identified propane tanl<s In each city. Proplll\e 

tank locatiOns have bHn mapped for each of these five cities and a tentative piping 

grid diac:UIIIId but, due to the expense lmrolved in chftlng conatruction drawings on 

AutoCad and plotting all ~ tank loc:«tlona, further GonatnH:tlon drawing w011t 

Is being defened until the Fall of 1995 when such wOflt Is e1to to be completiKI for 

the SMGC 1996 conatruction IHIOfl, 11Ws WOfk, ea wellea II profll.'t ll\lll\llglllllllflt 

and autlll!tUIIflt opentton and ~... will be perf001llll to the ume 
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• 
apeclflcetlon, attention to detail, etc. and by the same management team members 

as the work performed for the 1996 SMGC conatruction season. 

Project Economics 

Table 6 gives forecast customer counts, annual demand, investment, revenue at 

existing tariffs (& without gas cost PGA), annual oparatlng expanses .,nd operating 

Income before taxes. As can be seen, the addition of these five cities, which Involves 

the Installation of NO additional trunk pipeline, generates an attractive before tax 

operating Income et existing tariffs. Since the demand associated with thase five 

cltlas Ia relatively small overall, SMGC proposas to lump this inveatrnent with the 

Investment otherwise being made In SMGC during1996 end 1996 and to use existing 

tariffs without any modifications othar than the addition of these five cities and the 

Greene County service area extension Into SMGC's approved service area. No 

specific asaumptlona ware made in preparing this aconomlc summary relative to 

financing or interest expanse, with this baing equivalent to assuming the use of 

company (equity) funds for thase five additional cltlas. If financing Is required at a 

!star date, this issue would be addressed specifically In an Application for approval 

of additional debt placement. 

CONCLUSION 

As can be seen from the original Feasibilftv Study and the data given herein, the 

addition of each of the five additional cities of ROQarSVille, Foohnd, Diggins, Seymour 

and Norwood to the SMGC HMc:e 111'81 contributel positively to the overoll SMGC 

svstem ec:ooomk:a. SMGC's elreedy approved servke &nMI IUITOUildl each of these 

cities on .. sidle, NCh city has gre11ted a naturll gas dlttrlbullon franchise to Tlll'tlln, 

and retfflcatton votet heve a.t completed In the four lafQelt cities with Diggins to 

be ~ during the Summer of 1996. SMGC trunk pipeline construction is 

·7-



underway In the vicinity of each of theta cities and has arouaed conaldlreble local 

enthullasm. SMGC will be conducting late 1995 and year-tong 1998 dttributlon 

conmuctlon activity In the vicinity of each of these cltiel and theta five relatively 

smell cltlaa can be provided gas service moat economically by Integrating their 

ayatarns' construction fully Into SMGC's other on-going activity for late 1996 end 

1998. 

Numerous local requeats for future farm taps have been accommodated by Tartan's 

request for the narrow SMGC service area to be eKtended seven miles westward 

along the trunk pipeline route in Greene County to the SMGC system ori!Jn 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 dealers, during the recent Case No. GA-94-

127, While the demand to be served In these five smaH cities plus the Gresna County 

sarvlce erea eKtenslon is small relative to the remainder of SMGC, these citizens and 

potential cuatomers are asking for natural gas and SMGC now Is in the busln888 of 

providing this service In the area. The MPSC Is thus requested to approve this 

lncrarnentel, low risk addition to the overall SMGC system end make natural gas 

available to these five cornmunltlea plus farm tap cuatomers In south-central Missouri. 

-8-



!lll.'m I leW !IU'elo Elll'~ll ~I' I U'l 

- ~ (IIJI/L 18£'11 OIIO'el lei 181 il'lo 

-
£WGII QLQ'a 180'~ LIL'Ii Lli 

-
111:111 

.w:= OltQI .... a'£ 
~~ 

IlL 801 

-
tH'lle IWO ztL'O Ull 

·~ -
puilpiO~ 

08llW ml'll .I.W'I:I ~ I)&. 

'"' -
~ 

IM!IIIIIOUMI) ~'PI-) {l;t...,UOII) ttft!OIIOII) (IJ=III:t) ~ :.11:) 
(IUJjj!l'l} llw.IQI'!!. IWm · :(IWliOI'I) :t:'JAMO .WIII.il Ollel 
:t:'JAMO ~·~· :t:'JA 0 ~ """'~ _.,..q /tOM ltd 1¥J:!id . . ._... · . 
-JQ11100 )Muloa 1111' I I IIIli 
"""1 111-"1 JIIOIIUlWOG 

-:(L~~~ l'llf<l)~ ~..-.a """'IIlO 

.... .L 
....-ciP I II ll'"llllo 

..,.u CR: ... 8lld 01 

..,.U(R: .... !I 

'O'MIIIIP'I>I 

A.......,~Otllldc•a·..a-=•"'...-.ot-..n" 
IIIMOIIIO oiOWI-c_,.a.li_.., -.. -.... I -I" I lfp11.-l._,.ltt4 C 

111M 'IWQ'Olc:IIIIIIOIOUOOIIIO..::: •IIOt C 
lllfltl ..... 'Jod ~tl0011tiii.,._II\IMOIMI4 _,. .-.:!.. I I P nn I *1011 

1>11 Oil IlL liE! CIIL'O IHI ... .. til Oil IlL 

-
QLQ'O I'll ... .. til Oil IlL 

-
.0 I'll aan ~ 

til Oil IlL 

-
1'0&'0 II' II OIII'C ~ 

til Oil Oil OQC IIC'O II IIIU .z 
til Oil 01 OQC CR:I'O II tiC' I ,I 
til Oil 01 OQC !110'0 II Ill)' I M 

IWl ltiMI lltoll ... lw 
-

Nil 

-== 
oiOWIO!II'It .. llloiOWI 

= 
.. , ......... """' 'IIWI 

'Q'Q 

"""""" """' ... ....'IIWI 

.... ....... ·==. • •~•1m 
-

-- --



.. .. -
I:SI tall 

- ., 111.1 tltl lllllll 

--
Gill Ollt 1141 

-
llil; 

-
111!11 

--
~ 

-- ...... .., -·· 1111 ....... .. IIIIIIMU ._... I I I Ill 

-~ 
-'10;1 

-
01181 

-'Ill - ~ .... 0118111101110 

Ill 10 L e .. Kl & Sl 

-
es Ql I 

sat l8l .. 8 

•un'tP aa:m-.:. 
-·--- ..,,..., l'ltliJ. 
-·l'J. -·l'J. .......... _...IIIIUI'OIII~~IIUI"'*"'U r ..,.1110 

0 
...-a 0 
0 
g&'Q 

111\U 

101: 
880'1 
IlL 

--....... ) Alw.:row 
.-.a Ifill 

liOtd 'llil 

ltiiiQ 111 I ~~::::..-

1811 

(J 
llll 
lllr. 
e1 
1:1. 
Lil 

(LJ ..... Mt) 

PI=~ 
lmm 
liUIUIOO 

-v 
'1131110J. 

·- "-~-····· 

.. -au; 

-I I I IIIII 
01181 

LWII 
... Iaiii 
I> Lit 

..-oillr 

Lei 
CD 
~L 
~ 

* c ........ > 
1111100 .-J. 

~= 

:Aio 



l !lilt .. Milt 

€lilt) 
l:ft> 

l!llel 
\ 112111 bnll 

.. .. .. t•A ~-.~. I"'A 

~ OIO't$ 
-~ 

=. C::r:t ~ 
-... -~ on D'n Ill 

t"'A Z"'A I"'-' 

loSI.'Q . Q'Q-1 IWU 

808'11: 

= 
._.II llt'Q> Jtl'lll 

S£R:I .tee'IO m'Jt 

G"'A ~-.~. 
'""' • .• JJ:IM ..., 

G ~ I 
011 toOl 10 
Ia' I ~~·I litO 

e•A ~-.~. 
'"'"' 
·~ u: ~~-.... 

~~ 1./.e'l OOO'Ml$ QU'i 

.... w OOO'OK$ tel 
ooe\U'It Ull 

= 
~· oontlt ~ u 

~ .. ~ 

= 
001 

M'allt otc 

- ltoti!PIIOI) (lti!PIIOI) 

'~ .. -,.:;,~ 
-

t'l'l f'l'l ,., 
....... ~l'l'lill) 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

TARTAN ENERGY COMPANY, L.C. 

dba 

SOUTHERN MISSOURI GAS COMPANY 

FEASIBILITY STUDY 

~~~~ 
'~ 

EXHIBIT 4 

DECEMBER 1993 



l 
l 
l 
J 

l 

J 

I 
I 
I 
I 
I 
I 

I 
I 
I 
I 
I 
I 
I 

SOUTH£RH MISSOURI OAS COMPANY 

FEASIBIUTY STUDY 

TABLE OF CONTENTS 

Introduction 0 0 0 0 0 0 0 f I I I 0 0 0 0 0 I I 0 0 0 0 0 0 0 0 I f 0 0 0 0 0 0 0 0 0 ~ 0 0 

Project Description 0 f 0 0 t 0 I 0 0 0 0 0 0 0 0 o 0 i 0 I 0 0 0 0 0 0 0 0 0 0 0 0 0 

Trunk Pipeline • , ••.•••••••••••••••••••.••.•••. 
Trunk Pipeline Construction Timing •••••.•••••••••. 
Distribution System •••••••••••••••••••••••••••••• 
Distribution System Construction Timing ••••••••••••• 

Engineering Cost Estimates 0 0 o 0 0 0 0 0 0 0 o 0 0 0 0 0 I 0 o 0 o I 0 0 0 I 0 

Trunk Pipeline Cost Estimates 
Dletrlbutlon System Cost Eatlrnetea 

.................. 
0 0 0 I 0 0 0 0 0 0 0 I 0 o I 0 

Syetem Demand ···································· 
Retkfentfal I 0 I f I I I I 0 I I 0 I 0 0 I 0 I 0 0 0 o I I I I I f f I I t I 0 0 o 

Commercial 0 o I t 0 0 I 0 0 I 0 0 0 I I 0 0 0 I I I 0 0 I I I I I 0 0 0 0 

lncluatrlal I 0 I I o 0 o 0 o 0 0 0 o o o o 0 o I I t o I 0 0 o o o 0 0 o o 0 0 

Peak Demand Atseurnent •• , •.••••••••••••••..••• 

8tQmlnt Coat Anely1l1 ······························· 
Opefalluo end Maintenance Budget ···················-··· 
Conwftlon Incentive Progrem ............ , ............. . 
Economic AnalytiJ t 0 f • o 0 t t f 0 too o o to • t 1 I If 0 It 0 f I I 0 I It 

8umfnety f • o 1 I I I f o I o o f t t o f t I f o I I I 0 f t I I t t 0 0 I o I 0 I I I 

flUIII. 

1 

3 

3 
6 
8 

11 

12 

14 
16 

17 

17 
24 
26 
27 

29 

33 

34 

36 

39 



SOUlltERH fiMSSOUfll GAS COMPANY 

I FEASIBIUTY STUOY 

I 
TABLE OF CONTENTS lcondnued) 

LIST OF EXHIBITS 

I 
I 

FS-1 SYSTEM PLAT 

FS-2 TRUNK PIPELINE SPECIFICATIONS .I I 
FS-3 SYSTEM CAPACITY MODELING 

FS-4 INLET METER ONE LINE SCHEMATIC 

I F8-6 TRUNKLINE CONSTRUCTION TIMELINE -I FS-6 FRANCHISES 

I F8-7 DISTRIBUTION SYSTEM PLATS 

FS.8 DISTRIBUTION PIPE SPECIFICATIONS 

I F8-9 TYPICAL CITY GATE METER STATION 

F8-10 SMGC EMPLOYEE ORGANIZATION CHART 

I FS-11 DISTRIBUTION SYSTeM CHARACTERISTICS SUMMARY 

FS-12 TRUNK COST ESTIMATE 

I FS-13 ANTICIPATED EXPENDITURES BY MONTH FOR HIGHWAY 

60/63 PROJECT .I I F8-14 DISTRIBUTION SYSTEMS • ESTIMATED COST SUMMARY 

FS-16 MISC. COMPARISON DATA 

I FS-18 CONVERSION INCENTIVE PROGRAM SUMMARY ';Ill 
FS-17 DEMAND FORECAST 

I FS-18 SEGMENT COST ANALYSIS 

F&-19 PROPOSED RATES 

I F&-20 PROJECTION OF REVENUE AND EXPENSES 

F&-21 CASH FLOW ANALYSIS 

I 
I 



IWITUI ,..,,., 

"'*""til! 

Excluding Greene County, which 111 traveraed by Tartan' a SGMC project only 

to obtain a Springfield area gaaaupply, the five counties In which SMGC propoee~ to 

nrve varloua communities have historical 1970 and 1980, as well as current 1890, 

census populations as given In Table I below. The column labeled "Assumed Growth 

%" shown at below right Is the trended growth percentage assumed by Tartan for 

eaoh county. 

Assumed 
Couotv .1lZQ 1.llaQ .w.a Growt!J% 

Webster 16,1182 20,414 23,763 1% 
Wrlif\t 13,687 18,188 16,768 1% 
DolliJI• e,:zee 11i6&4 11,878 1~ 
Hoii'IIU 23,J21 28;807 31,447 1% 
Texas_ JlilaQ ~l·0'¥0- 21t4l!l 1})6 

. '•I' 

ToW! Population 80,338 -88,073 1ouio· 

T!IIII.E I •• COUNTY POPULATION II GROWTH TREND 

The ten GlttM tor which Tlftall hu tr.nchiHI hlvtrt~ptettvf 1880populatlonl 

• liMn below. Fof purpotM Of thll demtnd study, numbers Of houltllolda In ttoh 

of the olttiM -.IHtlfomlly 11tlnlllted by dividinG the city populttlon by the average 

nurniMr of rllldenU PI' houlthold In the State of Mlucurl (epproK. 2.4; per canaua 

~ for HOh YHf 2,0001. The following T1bla II aummarlztl the number 

of houMholds by city with historical end current population for the Highway 60/83 

P'ofeo1 Htvk:l 1118! .-

·17· 



• 
Cl1Y. liZQ fQR, ]980 fQIZ. J99B Pap. IHot!lllh7t'l'-

I Mansfield 1,066 1.423 1.429 696 
Marshfield 2,961 3,871 4,374 1,822 

I Ava 2,604 2,761 2,938 1,224 
Mountain Grove 3,377 3,974 4,182 1,742 
Cabool 1,848 2,090 2,006 836 

I Willow Springs 2,016 2,216 2,038 849 
West Plains 6,893 7,741 8,913 3,714 

I 
Mountain VIew 1,320 1,664 2,036 848 
Houston 2,178 2,167 2,118 883 - I Licking .LD.Q2. J...m l...3.2ll. w 

I 
26,164 29,168 31,382 13,066 

- I I 
TABLE II •• CITY POPULATIONS AND ESTIMATED NUMBER OF HOUSEHOLDS 

Informal polling of various of the above city governments In late 1992 through 

I 1993 y'-lded empirical confirmation of the Table II approximation of household 

I Cfellftncell counta. The confirming count• were usually belled on number of 

lleottlcal utility Hrvlces endfor water aarvloes with estimated adjustment• for 

multifamily houllng. The counta generally agreed within + f-10% of these uniformly i.i 
calculated Mtlmetn of number of houMholda, with the above calculeted numbers 

typloe4jy being alJthtiY COI!Nrvetlve, Exhibit FS-15 MISC. COMPARISON DATA .I 
I IUmllllflzu vlflcluf of the dew UHd In Plrt for household count confirmation • 

I F« e celcW!eted ntlmate of the number of hot.laeholda that would be natural • ! 

I 
OM cwstorneta In the franchlled cltlu (I.e., convert to n11urel gu for heat endtor 

CKhef ~Me), 1 conHrvetlvelnduatry average would bl 70% of all household a to which 

I Nfllfel QM!a .valfeblt, lnoludlnO 90+% of ell household a whloh use propane or fuel 

I 
011 fOf heetlfiO, within three year• of the gu flrat baoomlngavellablt. The three year 

I ·18-



tlmeframe assum&S a reasonable gas merketlng effort by the loQI dlttrlbution utility 

with some subsidy of customer conversion coats (see Exhibit FS·16 CONVERSION 

INCENTIVE PROGRAM SUMMARY for Tartan's proposed SMGC ccmverslon lllCefltMI 

plan). Using the 70% conversion percentage, the estimated number of natural gaa 

customers per franchised cltv after three years Is given In Table Ill below. 

tt.w: • ....._._. ...... ,...... ..... .._. a n;d:e...,.. __ dt•VL411tt,................,...~.,. .... ,_flwofV..~ ....,....,..,....,...,,.,.._ .. .,....,._,.,.....,..._.,_,h-,J-1 J ,,-, fs4wtltwwt4~Wfftl~htNttth« __ _... ..... ____ • __ _,., ................ }_ .............. C~Mot-.......... _, ___ ... _ .... ___ w_. ___ wo-.....-.. Vi!llow 

......... -v-. . •• ,.,.. _____ ,.,_..,.....,.. __ 7tt, ..................... --.,-...,_ ....... ... ,.......,.....,_..,.,..,. ........ ..,.,.., --.~ ..................... _ ..... 
When estlmettng the IOtlonl of • population, ilrbhrerv use of typical "lnduatrv" 

percentA~gea, auch 11 the 70~ oonvartlon rete ohad above, however valid then may 

be IIHwhefa, sometlmu cen yt.ld varv misleading results. To make the use of a 

10~ houaehokl conve11lon rate len arbluarv, Tertan sought aubatantlatlon via 

·19· 
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multiple data sources. Flrlt, where available, counts of el!lstlng propane ten1ca -

reviewed; given competitive pricing, Tartan hea high confidence thet 90+% ottyplcal 

resldentlel propane users will convert to natural gaa when It becomea available. 

Prop11ne tank counts, where available, for the various franchised cltlea ere llated 

opposite the estimated household conversion rate In Tabla Ill above. 

It can be seen from Tabla Ill that the estimated propane tank count, based 

directly on counts or reasonably analogous estimates and with the high confidence 

assumption of a relatively high propane user conversion rate, plus any minimal 

allowance for fuel oil, wood heat end other conversions, supports Tartan's 70% 

estimate for household conversions. An exception might be In the case of Wast 

Plains. 

tnterflc6 with West Plalna city government revealed that moat new home 

conatniOtfon there within the peat 10 years hu been all-electric, thua further 

IUbatantlatlng bOth the relatively tower propane tenk count end the need for an 

edjuatment In Tarten'alnltlll houaehold conversion utlmlte (IN footnote billow). on 

the bella of largely eH·eleotrlc home COflltruotlon In recent yeara, thl Weat Plalna 

Ntlmlte of houlthokl converalonl within thl flrlt three ynre waa reduced to 2,228 

(I.e., 60% coovertlon rate) for purpciHI of thla demend ltudy. 

,_ 
""_ .. ____ ,_ ...... _ .. _ .. .,._ .. __ ~ .. --....... 1M 

.................... ,..... .. ~ .... ~ .................... ,.,, 11 ill ~,......,._...,.......WI'M.,.., 

.... • ...... o ;F II 41 .......... ,_ tr.,.. tMI" .,..._ tf,.,. Mfto" ....... """'-~. II It,....,... te *"""'• 

.............. .,.,..... .. ........... tt.M ........... ..., ,......,....,........,..,. • ~ .... ,, • •*14 ... MloM Wtl .... --... --.. --.-........... _ .... , .. -.,.. ...... _. __ . 
·20· 
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• 
. Additional supiJOrt of the 70% hounhokl convet'llon rate antlclps*' by Tartan 

was taken directly from the November 2, 1993 franchise ratification votes In 7 cltlea 

(summarized In Exhibit FS-15 MISC. COMPARISON DATA). Of 2,339 total votaa 

caat, 1,688 voted yes versus 761 no votes for a 87.9% endorsement of natural gaa 

In the seven cities. This level of endorsement came despite the vote being held on a 

day of extremely Inclement weather, with few or no additional Issues on the various 

city ballots, and despite a major, last minute, opposition publicity campaign mounted 

by local propane Interests. 

In one apeolflc lnatence, Tartan believes that ratification of the Cabool franohlse 

(Which allowed tile city the option of constructing Ita own natural gas distribution 

IYit*l'lll dtloribtd eiNwhere In thle study) wueucceufully deflected In the voter's 

vllwpolnt from btlng a rstlflcttlon of natural gas becoming available In the city Into 

• YOt1l on wMttw the local oltlzena wanted the city of CaboOl to beln the natural gas 

llullriMa. cabool w .. the only fJenohiN not retitled In the November 1993 election, 

witt! e vote oount of 188 yea verau. 169 no. A MCOnd ratification vote Ia planned 

In Ceboolln f'ilbrulry 1894, to bt prtclded by batter public ecluoatlon concerning the 

t..nellbi of neturll gas end the natllfl of the franohlle. Removing the Cabool result• 

from the November 1993 totll vote Wily would yield 2,004 total vot .. , with 1,422 

vee and &82 no for e 71.0"- natural gas endoraemant. 

Aa • thll'd tMiogoul confirmation of Ttrtan'a anticipated oonveralon rstea, the 

111011 rectnttv COfWtJtecl city oloHtt to lhe Tartan's SMGC Highway 801&3 pro}eel 

·21· 
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wes acrutlnlzed. In the City of St. Jemes, Mifsourl, the September 1992 first 

avallebllltv of natural gas, the aame distribution pro~t ma1111gement flrm (Uttef and 

Associates, Inc.) as that to ba used by Tartan for SMGC, and a strong natural ps 

marketing effort have led to conversion rates of 62.6%, (1,300 total homes wltl\924 

on propane; 768 homes converted of a total 812 signed up through December 1993) 

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

availability. 

A fourth and final confirmation was taken from a review of previous natural gas 

feasibility studies performed by third party consultants for various cities In Missouri 

(Including some cities that will ba part of Tartan's SMGC project). A total of alx 

lttldlea were reviewed; hou.ehokl conversion rate aaaumptlons ranged from 50% to 

78'11o In this group of studies, with ti!He 811umptlons supported by a wide variety of 

IOUfCN, Including dlreot 11mpllng and/or polling of the lboal populations. Tartan Is 

confidant that Its Batumptlon of a 70'11o houaehold convertlon rate In three yeara for 

the SMGC HIQhwey 60163 project II bCith valld end conaervatlve. 

Averaoe d1mand 11.1., consumption of lllltural 111111 per realdentlal cuatomer waa 

•lfmltld ualng Mllaourl-apeGiflc dltlt from the Noty(fl G01 Annual 1991 ("NGA 

1891"; complied by the EIIMIIV lnformltlon Admlnlattatlon, Office of 011 & Gill, 

AIHfvM end NatuJtl OM Dlvlllon, u.s. Dlpt. of E1111rgy, W111hlnoton, D.C. 20&8111. 

1M flve yNra of Mlltoufl realdtntlal and commercial con•umptlon data (avera(141 

_,., C'oOIIIIUmptlon pet rllldtntlal Of commerCJIIII contumer) prennted therein are aa 

follow Ill Table IV: 

·22· 
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1HZ .tUil JliU .1.UQ .18iJ. 

Residential 96 107 107 96 100 
Commercial 602 662 632 565 537 
tdlte ..... t'l MCF p.w ~ MCF • Tbowtnd CIAlk:: FM(J 

TABLE IV· MISSOURI RESIDENTIAL/COMMERCIAL CONSUMPTION HISTORY 

For purposes of this demand study, Tartan elected to assume an average annual 

consumption per residential consumer (I.e., household! of 100 MCF. A conflrmstlon 

review using textbook value.s for average winter heat load (and annual other-use load) 

per degree day (using Springfield NOAA degree day datal for the Springfield to West 

Plains area waa made to support thla NGA-1991-besed assumption (Note: The NOAA 

and AGA Springfield heating degree day date used is that given In Exhibit FS-17 

DEMAND FORECAST, paga·3, section 5), Lastly, lnfo.rmstlon from recant Laclede 

Gel Company annual reports was reviewed to elicit comparison data for tha·St. Louts 

ar• (e.g., In 1991, the average annual consumption per raaldlmtial customer for 

Llclede'a service aru during the previous 10 years was 111 MCF). Tartan's 100 

MCF per retldence auumptlon Ia believed both valid and conservative. 

s.ctlon 1 of Exhibit F&-17 DEMAND FORECAST glvaa re1klentlal demand. 

fol-u by city tor the flrat 10 yurs of the SMGC proJect. This exhibit uses 

JMidentlel demend growth rat" of 1.3'1' for NOh city, TheSB era baiBd on hlatorlcai 

populltlofltr.ndt (from Tllble II date; aupported by trtnda 11 given In Table II and 

currant toracaatt of individual city growth plus an allowance for continued existing 

home corwanlona to neturll OM· Tl!llsectlon ahowt conaervetive Veara 3, 6 and 

10 IWidliidll dariiCWid to be 990,200, 1 ,G16,4291111d 1,081,367 MCF per~. ~. 

·23· 
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• 
Coromtrclal 

Commercial demand was evaluated In two ways for purpoaes of this atudy. 

Studies published by the American Gas Association note commercial demand on 

average equaling approximately 38% of residential demand. Applying this percentage 

to the Residential Demand totals of Section 1 of Exhibit FS-17 DEMAND FORECAST 

and using a somewhat more conservative aggregate commercial growth rate of 1.0% 

per year (I.e., post-year-3; as a region versus an Individual city basis), a forecast of 

commercial demand for the same time period was producad. This forecast Is Included 

In Soctlon 2 (1st calculation) of Exhibit FS-17 DEMAND FORECAST. 

Faced with the use of another "industry• percentage, albeit a well supported 

one, to forecast commercial demand, Tartan reviewed other Missouri-specific 

Information Included In the NGA 1991. Numbers of commercial vt~raua residential 

oonsumera for Missouri In the years 1987 through 1991 ware reviewed, as given In 

Table V-a below, on a percentage beals. Total commercial consumption In Mlsaourl 

YllfiUI total Mlaaourl reeldentlal coneumptlon, aaa paroantaga for each of the years 

1987 through 1991, were also reviewed, as given In Table V·b following. As can be 

IMn from Table V·b, the average commercial va. realdentlel consumption percentage 

for Mlaaourl during the 1987·1991 tlmelrame waa 110.4%, which Ia significantly 

higher then the typical 38~ average value publlahed by the AGA. The product of thla 

Mluourl-apeclllo 60.4'!(. commercial va. residential consumption times the realdentlel 

oonsumptloll forec81t for the SMGC Highway 60/63 project Ia given In Section 2 (2nd 

c:alculatlonJ of bhlbh FB-17 DEMAND FORECAST. 

·24· 
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• 
.1HZ .l.IIU 1illll ~ .um 

Commercial txtOOOI 97 96 100 105 118 
Residential ,,,ooo, 1 '181 1,196 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 

Commercial f•IO'ft'l 68,206 63,839 63,039 58,367 83,191 
Residential f•IO'ft'l 118,050 128,317 129,144 116,950 120,680 

% #Comm./#Res. 60.2% 49.8% 48.8% 60.3% 62.4% 

TABLE V·b •• MISSOURI COMMERCIAL VS. RESIDENTIAL CONSUMPTION 

Tartan haa averaged the demands generated by both the typical Industry 38% 

Vllue lf1d the Mltaourf.speclflc 60.4% value to produce for this feaalbl!lty study what 

• blti6ved to be a very c:onurvatlve forecaat of future commercial gas consumption 

eq!MIIng 44.2% of roldentlal gaa ccnaumptlon In Yeera 1 through 3, with 1% annual 

QRIWth thtreafter. Rlw'-w of the Mluourl-lpeolflc perOintiiiJII of ccmmerclal vs. 

tMidln1lel cuatomera ginn In Table V·• aboVe veraut the data shown In Exhibit FS-16 

MISC. COMPARISON DATA glvaa further aupport for Tartan'• 44.2% forecast. Thll 

foreciMt prodUCN YMI' 3, IS and 10 c:ommerclal demand• of <437, 748, 446,647 and 

481,321 MCF per year, rNptetlvaly. 

lnck!•tr!tl 

lnduttr!al clemlnd gtMtelfy defMI broad percentage foreceetlng, afnca lllltual 

.,.. Is l1ighfy Hpeodent on lllduatry locatiOn, Whether prooesa gea Ia lnvolvlK!end 
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apeclflc pJ&nt type Ia plant can uaa aaa In ll1lOI.WitS ranging from mlulmll to­

depending on tho type of product or JliMIUt.clturlng lnvolwdl. Thlavelllblltv of 

Missouri-specific historical data for Industrial va. resklantlal natural gas conwrnptlon, 

however, does provide a beals for a tentative beginning estimate of lndUitrial 

consumption for thfl SMGC Highway 60/63 project. Table VI below glvaa Mlnourl 

Industrial vs. residential consumption for the years 1987·1991, es well as yurly 

lnduatrlel/resldentlal percentages. An average Industrial consumption for Missouri as 

a percentage of residential consumption can be sean to be 45.1 %. Section 3 (1st 

calculatlonl of Exhibit F8-17 DEMAND FORECAST uses this Mluourl-apllclflo 

peroentege and oonaervatlve 1% annual post-year·3 growth to give a flrtt estimate 

fof' 8MGC Highway 60/63 projtot Industrial consumption • 

.1Ul - .1Ui -
... lQ1 

lndulttlll (JI10'ft"' 54,326 "1243 . t3,$ae 'e•lg~e· .117,1lf . 
Realdtntlal f>I10'Wt ne;oso 128,317 12e.1« ue. a.o 12o;seo· 

% lfnd./IRIII. 4&.8% 4U% 41.8% 
'- . \i' 

47.0% 47:4% 

TAIIJ! \II •• Mt880UAIINOU8TR1AL VS. RESIDENTIAl. CON$UMPTION 

To have • higher confidenCe ea1lmllt• of lnduatrlal COIIIufl11)tlon, dlrtot 

ldan1lfloa1lon, aUf\ley"' polllllf of potllltlallncluatrlal customer• must Ill undertaken, 

with due ewe ~ not to clnllfy llr(llt' commercial ouatomera u baing In the 

lnd1111tlal cet~. To dete, TatUn hu !Hmlfled high probability lnduatrlal uatge 
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elong tflll proposed SMGC S'f*tem that· totAls 580,000 MCf per day at ttle end of ywr 

3. This demand Is spread between at least five HJNtrate city loce1lona and by no 

means represents a complete polling of all potential industrial rate cu,tomera for the 

project. 

Section 3 (2nd emplrklal determination) of Exhibit FS-17 DEMAND FORECAST 

Includes this Identified near-term Industrial demand. An annual growth rete of 1.0% 

Is forecast· by Tartan for this demand post-year 3. To ensure that the Industrial 

demand assumed for this demand study Is adequately conservetlva, the prod\Klt of the 

flrat Mlaaourl·percentaga-baled Industrial demand calculation and the somewhat 

higher rHult of the Identified Industrial demand were averaged to give the Industrial 

demend numbers ahown In Stotlon 3 of Exhibit F&-17 DEMAND FORECAST. 

PMk Dtnwt4 Aree""'Hft?t. 

Detlgn end ailing ot tt1e SMGC uunk pipeline and dlaulbutloiHYat81111 In th• 

vefloulaltiN require tlltt peek loecllng (I.e., the maximUm ho!Jrly end dally rete Of lll!i 

~I ba con1kltred u well" tt1e everegeda!lv amounte ot gta oonaumptlon. 

s.ctlon 4 of Exhibit f8-17 DEMAND FORECAST 11110 IMiudea Terwn•e forec&ltt of 

rwaldentlll HBIOflll peak loading due to varying heat load•, plus normal non-heating 

loeda llfld routln. load faotor f'klctuetlon batWNn IIVIffttle and peak dally commercial 

lvll\'lnG heel and bulln.u hour loed1l and Industrial (varying prod\Kltlon prooe•n•, 

'-IlNdt and operating houfal damand 11111. U11nQ Tertan management experleMe, 

the Am811een Q.u Aaocfetlon IAGA) Ges Engllltflr'l Handbook (1st Ed., 196&, 9th 
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The preliminary SMGC manpo- budget allo Is given In Table VII. O.C1Mtll 

plans will continue to be developed up to and during the construction proc;aa 

concerning the timing of staffing decisions and, In some caaes, whether to contrect 

out or provldain·house service capablllty(s). Also Influencing SMGC's final employee 

organization and O&M budget will be the decisions by the Individual cities concerning 

whether to own and operate municipal distribution systems or to allow Tartan to 

provide gas distribution via franchise. These preliminary estimates, however, do 

provide for the flexibility to make certain that adequate response personnel are 

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

CONVERSION !NCENDV£ PROGRAM 

The SMGC lnveatment In Its proposed five county service area will generate 

acceptable returna for the lnve1tora only If sufficient customers use natural gas. 

Tartan expeota that the majority of ayatem cuatomera will be thou that connect to 

the ayattm within the tlfst two )'Nil of gsa availability, To foater a rapid buildup-of 

cuatomlt'a, SMGC will provide natural gaa aervk:e conneotlons and appliance 

oonveralona at no celt to the cuatomer during the flrat 24 montha after natural 911 

MfVIce becomeuvallable In a community. Additionally ,ln·houu piping will be tea ted 

IIOd revftallzed md, In .some caaea, applllncaa modified or upgraded Cat-coat) as 

needed, to enaurt aefe natur11 gsa aarvk:e In the moat oonvenllnt manner for the 

wttomtl'. A ooat·neutral appliance purchau plan elso will ba available for thou 

c:uatomara needing or wllhlng to purchau naw gsa appllancea. 
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Exhibit FS-16 INCENTIVE PROGRAM SUMMARY glvu additional detella of 

Tartan's SMGC conversion Incentive program. The average coat of the proposed 

conversion Incentive program subsidies Included In the distribution system coat 

estimates Is approximately $200 per residence. The at·cost or co&t·nautral features 

of the conversion Incentive program will entail some minor administrative burden and 

expense which will be absorbed routinely within Tartan's accounting and 

administrative structure. 

The capital lnvllstment required to provide the above discussed programs Is 

proposed to be lnciLJded In the rete base of the SMGC system. All customers will 

benefit from thl·J prottram and all customers will pay for the service over the life of the 

syatent. This program provides confidence to the lnveatorthet there will be sufficient 

customers using the system neer·term to justify the substantial risk of oepltaHequlred 

to bring first time natural gn service to the region. 

lnclualon of this program Ia a corner atone to the approach that will allow a 

stanlfloent eree of Ml11ourl to enjoy the benefits of natural gaa end make the pro }Bot 

rltka acceptable to the Investor, 

ECONOMIC ANALYIIS 

Tho development of economic projections Ia the tying together of the various 

study data Into yearly revenue and expense statement•. The total lnveatment of the 

ayatem, the operation coats projao1ed for the ayatem, and the total demand for natural 
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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 ) 

GA-2009-0264 

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 Pettis and Benton Counties, ) 
Missouri, as a new ce1tificated 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 for a gas transmission line and a 

service area, respectfully states as follows: 

I. 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 Secretmy 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 comt 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: tjuhnslml~r>Summit Ut il itics lnc.nct 

SUMMARY 

5. MGU proposes to install a nah1ral gas distribution system to provide natural gas 

sales and transportation service in Green Ridge, Cole Camp, Lincoln and Warsaw, all of which 

are 41
h Class cities located in Pettis and Benton Counties. Green Ridge is located in parts of 

Sections I, 2, II, 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 

6. MGU will utilize an 8" HOPE 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 of0.95 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 north 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 mn 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 lays 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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mainline and east of the city of Warsaw that arc requested because MGU has determined that 

either 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. 

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 I, 2, II, 12, 13, 14 in Township 43 North, Range 23 West 

Sections I, 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, IS, 16, 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 1, 12, 13, 24 in Township 40 North, Range 23 West 

Sections I, 2, 3, 4, 5, 6, 7, 8, 9, 10, 11, 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 

I 0. The proposed line certificate route and proposed service area are shown on the 

map attached hereto as Appendix A. 

II. 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 

L VS Class Customer Charge 

L VS Class Commodity Charge 

TS Class Customer Charge 

Rate 

$15.00/month 

$0.550/CCF 

$30.00/month 

$0.600/CCF 

$1 00.00/month 

$0.600/CCF 

$200.00/month 
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TS Class Commodity Charge $0.600/CCF 

12. 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 Feb 15, 2009. 

13. Construction methods will follow MGU's custommy 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 Februaty 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 custommy state highway, 

railroad and county road permits, which will be obtained prior to construction. 

17. 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 District 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 serves 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 Pettis and Benton Counties, in the State of Missouri. 

Respectfully submitted, 

£2/a, 
Dean L. Cooper MBE #36592 
BRYDON, SWEARENGEN & ENGLAND P.C. 
312 East Capitol Avenue 
P.O. Box456 
Jefferson City, Missouri 65102-0456 
Telephone: (573) 635-7166 
Facsimile: (573) 635-3847 
Email: Dcooper@brydon1aw.com 

Attorneys for Missouri Gas Utility, Inc. 

as stated above, MGU seeks only a line certificate in that section. 
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CERTIFICATE OF SERVICE 

The undersigned cettifies that a tme and correct copy of the foregoing document was sent 
by electronic mail to the following counsel this 14'11 day of Januaty, 2009: 

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 

tfJ/d, 
Dean L. Cooper 
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VERIFICATION 

STATE OF COLORADO ) 
)ss 

COUNTY OF Jefferson ) 

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 arc 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. 

""_ ..... ~ /:1 ~ 
'"'~-:::~?.'---~..::" /~ ~ ----­p 

Subscribed !md sworn to before me this 14th day of January, 2009. 

JEANETTE BINKLEY 
Notary Public 

Slate of Colorado 

~of'i\w\,~~""" ~x~ '/ J.t I r3 
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GR-2014-0086 

Feasibility Study has been 
deemed "Highly Confidential" 

in its entirety 
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BEFORE THE PUBLIC SERVICE COMMISSION 
OF THE STATE OF MISSOURI 

In the matter of the application of Missouri Gas ) 
Utility, Inc., for a cettificate of convenience and ) 

GA-201 0-0189 

necessity authorizing it to construct, install, own, ) 
operate, control, manage and maintain a natural ) 
gas transmission line and a distribution system to ) 

Case No. _____ _ 

provide gas service in Greene, Polk and Dallas ) 
Counties, Missouri, as a new certificated area. ) 

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 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 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, Caldwell, Benton and Pettis subject to the 

jurisdiction of the Missouri Public Service Commission (Commission). 
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4. All conespondence, 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: tjnhnston~l'Sumtni t Uti liticslnc.ncl 

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 4'11 Class cities located in Polk 

and Dallas Counties. Bolivar is located in parts of Sections I, 2, 3, 4, 10, II, 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 constmction 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 20 II. 

LINE CERTIFICATE 

6. MGU will utilize a 6" steel main pipeline to serve these communities. This line 

will begin at a tap on the Southem Star Central Pipeline transmission line in Section 23, 

Township 28 North, Range 23 West. The first segment ofthe line will proceed east within the 
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right-of-way of Fann Road 178 for a distance of 0.25 miles, then north within the right-of-way of 

Farm Road 107 for a distance of2.2miles, 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 miles, then 

continue north in private right-of-way for 1.8 miles. The line will continue north within the 

right-of-way ofN. Kaylor Drive for 2.lmiles, then turn west within the right-of-way ofW. 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 of0.5miles within the right-of-way ofW. Farm Road 82, then 

north again within the right-of-way ofF ann Road 117 for 1.0 mile. The line then proceeds east 

and north within the right-of-way ofW. State Hwy 0 for a distance of2.8 miles to the 

intersection ofHwy 0 and Hwy 13. The line then follows the east side ofHwy 13, within the 

right-of-way, for a distance of3.8 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 will cross natural gas 

distribution lines operated by the City of Springfield Municipal Utilities and by Missouri Gas 

Energy. It 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 Missonri 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 l3 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, ifnecessmy, to serve any potential 

customers in these sections, under the terms of its Main Extension tariff, as set forth on Sheets 72 

-76. 

I 0. The legal description of the area to be certificated in Greene County is as follows: 

Greene County 
Township Range Sections 

_ll_]'<orth 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 
Townshin Ratu'e 
33 North 20 West 
34 North 20 West 

Sections 
2-10, and 15-21 * 
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 Not1h 22 West l-5, 8-10 
32 North 21 West 19, 20, and 29-33 
32 North 22 West 4-10, 15-30, and 32-36 
32 Not1h 23 West 22-27 
33 North 21 West 1-14, 23, 24* 
33 Notth 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 

II. 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 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 

L VS Class Customer Charge 

L VS Class Commodity Charge 

Rate 

$15.00/month 

$0.550/CCF 

$30.00/month 

$0.600/CCF 

$1 00.00/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 I 5, 20 I 0. 

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. 

IS. Attached hereto and marked as Appendix Cis 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 mral 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. IfMGU determines that additional 

franchises are nccessmy 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 permits from municipalities, counties, or other authorities in connection with 
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the proposed construction other than the usual and customaty state highway, railroad and county 

road permits, which will be obtained prior to constmction. 

18. The area in which MGU is seeking to be cettificated 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 suppmt 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 cettificate 

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, 

£1/d., 
Dean L. Cooper MBE #36592 
BRYDON, SWEARENGEN & ENGLAND P.C. 
312 East Capitol Avenue 
P.O. Box456 
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 cetiifies that a true and correct copy of the foregoing document was sent 
by electronic mail to the following counsel this 22"d day of December, 2009: 

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 

£2/d., 
Dean L. Cooper 
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VERIFICATION 

STATE OF COLORADO ) 
)ss 

COUNTY OF Jefferson ) 

I, Timothy R. Jolmston, stale 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 to the best of my information, knowledge and belief; and, 
that I am authorized to make this statement on behalf of MGU. 

~~~-
/ 

Subscribed and swom to before me this 18th day of December, 2009. 

-[-- JEANEtlE BINKlEY 
Notary Public 

State of Colorado - ---·· """--

- ~~"'"'Pu+l~ic ___ _ 
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GR-2014-0086 

Feasibility Study has been 
deemed "Highly Confidential" 

in its entirety 
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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, ) 

GA-2010-0289 

operate, control, manage and maintain a natural ) Case No. _____ _ 
gas distribution system to provide gas service in ) 
Pettis and Benton Counties, Missouri, as a new ) 
certificated area. ) 

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: 

I. 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 Jaws 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 

· 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: 

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: tj ohnst on(a) S umtn it Uti 1 it i es Inc. com 

Michelle A. Moorman 
Manager of Regulatoty Affairs 
7810 Shaffer Parkway, Suite 120 
Littleton, CO 80127 
Telephone: (800) 927-0787 
Facsimile: (303) 979-7892 
Email: mmoonnan@.Summit Uti I itieslnc.com 

SUMMARY 

5. MGU proposes to install a natural gas distribution system to provide natural gas 

sales and transpottation setvice 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" HOPE or 2" HOPE taps 

off of existing MGU lines within the certificate approved in Case No. GA-2009-0264. The lines 

in all sections follow utility right-of-ways or county or MOOOT 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 telTitmy and because MGU has detennined 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 necessmy, 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 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 I, 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 INFORNIATION 

9. The proposed service area is shown (identified as "Filing I") on the map attached 

hereto as Appendix A." 

I 0. 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 

L VS Class Customer Charge $1 00.00/month 

L VS Class Conm10dity 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. 
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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 seeking 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 facilities and MGU believes that 

potential new customers should be afforded the oppm1unity 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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Respectfully submitted, 

t!l/t4 
Dean L. Cooper MBE #36592 
BRYDON, SWEARENGEN & ENGLAND P.C. 
312 East Capitol Avenue 
P.O. Box456 
Jefferson City, Missouri 65102-0456 
Telephone: (573) 635-7166 
Facsimile: (573) 635-3847 
Email: Dcooper@biydonlaw.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 191

h day of April, 20 I 0: 

Office of the General Counsel 
Missouri Public Service Commission 
Governor State Office Building 
Jefferson City, Missouri 6510 I 

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

t!l/t4 
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VERIFICATION 

STATE OF COLORADO ) 
)ss 

COUNTY OF Jefferson ) 

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 to the best of my information, knowledge and belief; and, 
that I am authorized to make this statement on behalf ofMGU. 

"'"""'''"'~-~a: b"" _./ - -~ 

Subscribed and sworn to before me this 18th day~f A ril, 2010. 

~~.Mt"~ C£oj"'Y-

[

•. ·~----·] Ilea er Ross, Notary Public 
HEATHER ROSS 
NOTARY PUBLIC 

STATE OF COLORADO 
~ .-; C'~* ¢ r & ,_ -I t #" 

My Commission Expires 01/2212011 

7 
Schedule 1 
Warsaw NP 



GR-2014-0086 

Feasibility Study has been 
deemed "Highly Confidential" 

in its entirety 

Schedule 1 
Warsaw NP 



BEFORE THE PUBLIC SERVICE COMMISSION 
OF THE STATE OF MISSOURI 

In the matter of the application of Missouri Gas ) 
Utility, Inc., for a ce1tificate of convenience and ) 
necessity authorizing it to construct, install, own, ) 

Case No. 

GA-201 0-0290 

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. ) 

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( I )(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: 

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(<i)Summit Ut ilitieslnc.com 

Michelle A. Moorman 
Manager of Regulatory Affairs 
7810 Shaffer Parkway, Suite 120 
Littleton, CO 80127 
Telephone: (800) 927-0787 
Facsimile: (303) 979-7892 
Email: mmoonnan@SummitU t iIi t icslnc.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 Win 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 setvice from the 

Commission. 

AREA CERTIFICATE 

6. All sections identified in this filing will be se1ved by 4" HOPE 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 necessaty 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 necessmy, 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. 

l 0. 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 

L VS Class Customer Charge $1 00.00/month 

LVS Class Commodity Charge $0.600/CCF 

TS Class Customer Charge $200.00/month 

TS Class Commodity Charge $0.600/CCF 

II. 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. 

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 

cu!1'ently 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 areas 

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 

4 
Schedule 1 
Warsaw NP 



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 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 Pettis and Benton Counties, in the State of Missouri. 

Respectfully submitted, 

£1/d, 
Dean L. Cooper MBE #36592 
BRYDON, SWEARENGEN & ENGLAND P.C. 
312 East Capitol A venue 
P.O. Box456 
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 docnment was sent 
by electronic mail to the following counsel this 19'" day of April, 20 I 0: 

Office of the General Counsel 
Missouri Public Service Commission 
Governor State Office Building 
Jefferson City, Missouri 6510 I 

6 

Office of the Public Counsel 
Governor State Office Building 
Jefferson City, Missouri 6510 I 

£1/d, 
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VERIFICATION 

STATE OF COLORADO ) 
)ss 

COUNTY OF Jefferson ) 

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 to the best of my infonnation, knowledge and belief; and, 
that I am authorized to make this statement on behalf ofMGU. 

'""'"'"':';-~ ~ _,/ 

.,?/ 

Subscribed and sworn to before me this I 8th day~f A ril, 2010. 

__ :. __ 4/.ifdfi.tA c£oy;-

[ 

--~~---------] Hea er Ross, Notary Public 
HEATHER ROSS 
NOTARY PUBLIC 

STATE OF COLORADO 
-#~ __..# 

My Commission Expires 01/2212011 
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BEFORE THE PUBLIC SERVICE COMMISSION 
OF THE STATE OF MISSOURI 

In the matter of the application of Missouri Gas ) 
Utility, Inc., for a cet1ificate of convenience and ) 
necessity authorizing it to construct, install, own, ) 

GA-201 0-0291 

operate, control, manage and maintain a natural ) Case No. _____ _ 
gas distribution system to provide gas service in ) 
Pettis County, Missouri, as a new cet1ificated ) 
M~. ) 

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: 

I. 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 cet1ificate 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(l)(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: 

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@Summit Ut iii tieslnc.com 

Michelle A. Moorman 
Manager of Regulatoty Affairs 
7810 Shaffer Parkway, Suite 120 
Littleton, CO 80127 
Telephone: (800) 927-0787 
Facsimile: (303) 979-7892 
Email: mmoorma n(ii)S umm i tU ti I it i cs l n c. com 

SUMMARY 

5. MGU proposes to install a natural gas distribution system to provide natural gas 

sales and transpottation 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 necessaty at this time. 

7. For the areas described above, MGU requests an order from the Commission 

granting it a cettificate 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 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 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 

GS Class Customer Charge 

GS Class Commodity Charge 

CS Class Customer Charge 

CS Class Commodity Charge 

3 

Rate 

$15 .00/month 

$0.550/CCF 

$30.00/month 

$0.600/CCF 
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L 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 

II. 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. 

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 seeking 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 custommy 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 
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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 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. 

Respectfully submitted, 

t!J/d., 
Dean L. Cooper MBE #36592 
BRYDON, SWEARENGEN & ENGLAND P.C. 
312 East Capitol Avenue 
P.O. Box456 
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 19111 day of April, 20 I 0: 

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

6 

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

£2/d, 

Schedule 1 
Warsaw NP 



VERII<'ICATION 

STATE OF COLORADO ) 
)ss 

COUNTY OF Jefferson ) 

I, Timothy R. Jolmston, 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 to the best of my information, knowledge and belief; and, 
that I am authorized to make this statement on behalf ofMGU. 

"""'"'~'~.:::- / ~ b"' ,../ ~· ~ -=c:-t 
~ 

Subscribed and sworn to before me this 18th day~f A ril, 2010. 

~"!.t!dM c_,f?oyr 

[

• • • .... • • • • -""""] Hea er Ross, Notary Public 
HEATHER ROSS 
NOTARY PUBLIC 

STATE OF COLORADO 
..... ,~. , - ... * 

My Commission Expires 0112212011 
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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 ) 

GA-2012-0044 

necessity authorizing it to construct, install, own, ) 
operate, control, manage and maintain a natural ) 
gas transmission line and a distribution system to ) 

File No. _____ _ 

provide gas service in Benton County, Missouri ) 
as a new certificated area. ) 

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: 

I. 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 Secretmy 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(l)(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: 

and 

Michelle A. Moonnan 
Manager of Regulatory Affairs 
7810 Shaffer Parkway, Suite 120 
Littleton, CO 80127 
Telephone: (800) 927-0787 
Facsimile: (303) 979-7892 
Email: mmoorn1nn@S ummit Uti I i tieslnc.com 

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: tj oh nston(ill Summit U t iliti cslnc. com 

SUMMARY 

5. MGU proposes to install a natural gas distribution system to provide natural gas 

sales and transpmtation 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 tiling 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 l 0 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 - 7 6 

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. 

l 0. 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 Cis a list often 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 customaty 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 oppot1unity 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 cet1ificate 

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, 

61/4 
Dean L. Cooper MBE #36592 
BRYDON, SWEARENGEN & ENGLAND P.C. 
312 East Capitol A venue 
P.O. Box456 
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 91

h day of August, 2011: 

Lcra Shemwell 
Missouri Public Service Commission 
Governor's Oflice Building 
Jefferson City, Missouri 65102 
I era .shem wei W~!psc. mo.gov 
gcncoun sc l(i!}psc. mo. gov 

Marc Poston 
Governor's Oflice Building 
200 Madison Street 
Jefferson City, Missouri 65102 
lewis. m iII s(t}ldcd.mo.gov 
{lpcscrvicc(dJded.mo.gov 

£2/d., 
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Slate of Colorado ) 
) ss 

County of Jefferson ) 

VERIFICATION 

I, Timothy R. Johnston, having been duly swam upon my oath, state that I am Executive 
Vice President and Chief Operating Officer of Missouri Gas Utility, Inc., and that I have 
knowledge of the matters stated herein, and that the matters and things stated in the foregoing 
Application and appendices thereto are true and correct to the best of my information, knowledge 
and belief. 

c::~t< ~· 
c. 

Subscribed and swom before me tltis C\~ day of~ 2011. 

11 
_ ...... _.. 

11 ~'tnt!?, Notary Public • JEANEIIE "'""tr 
Notory Public 

Stole of Colorado 
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GR-2014-0086 

Feasibility Study has been 
deemed "Highly Confidential" 

in its entirety 
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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 ) 

GA-2013-0404 

and maintain a natural gas distribution system to ) Case No. ____ _ 
provide gas setvice in Pettis County and Benton ) 
County, Missouri as a new certificated area. ) 

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 setvice area, respectfully states as follows: 

THE APPLICANT 

I. SNG is a wholly owned subsidimy 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 Secretmy 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 setvice in the Missouri counties 

of Harrison, Daviess, Caldwell, Pettis, Benton, Morgan, Camden, Miller, Dallas, Greene, Polk, 
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Webster, Laclede, Wright, Douglas, Texas, Howell, Stone, and Taney subject to the jurisdiction 

of the Commission as provided by law. 

3. All correspondence, communications, notices, 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: m\vankmn(h)summi tutil itiesinc.com 

Michelle A. Moorman 
Director of Regulatory Affairs 
Summit Natural Gas of Missouri, Inc. 
7810 Shaffer Parkway, Suite 120 
Littleton, CO 80 127 
Telephone: 720-981-2 I 27 
Facsimile: 720-981-2129 
Cell: 303-478-0329 
Email: mmoorman(i1isumm i tut iIi ties inc. com 

SUMMARY 

4. 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 

installations in thirteen (13) sections-- Sections W Y, 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. 

2 
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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 

tenitoty. The new mainline tlu·ough this section follows utility right-of-ways, county roads or 

state highways. No other easements are necessary at this time. 

6. 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 necessaty, 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 Yz 5, 8-10 in Township 43 N, Range 23 W 

8. The legal description of the area to cettificated 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 INFORtVIATION 

9. The proposed setvice area is shown on the map attached hereto as Appendix A. 

I 0. 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 cunently approved and in effect for setvice provided in SNG's Southern Service Area. 

3 
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II. 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 usc 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 usual 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 facilities 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 

4 
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Benton Counties, in the State of Missouri. 

Respectfully submitted, 

t!J/t4 
Dean L. Cooper MBE #36592 
BRYDON, SWEARENGEN & ENGLAND P.C. 
312 East Capitol Avenue 
P.O. Box456 
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 
by electronic mail to the following counsel this 27111 day of February, 2013: 

Robert Berlin 
Office of the General Counsel 
Missouri Public Service Commission 
Governor State Office Building 
Jefferson City, Missouri 6510 I 
Bob. be r I in@. psc.mo. go v 

5 

Marc Poston 
Office of the Public Counsel 
Governor State Office Building 
Jefferson City, Missouri 65101 
marc. poston @dcd.n1o. go v 

t!J/t4 
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GR-2014-0086 

Feasibility Study has been 
deemed "Highly Confidential" 

in its entirety 
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Data Request No. 

Company Name 

Case/Tracking No. 

Date Requested 

Requested From 

Requested By 

Description 

Due Date 

Security 

RESPONSE: 

Office of the Public Counsel 

Data Request 

5 

Summit Natural Gas of Missouri, lnc.-lnvestor(Gas) 

GR-2014-0086 

4/17/2014 

Dean Cooper 

Marc Poston 

The Direct Testimony of Mr. James Anderson states at 
Page 22 that additional risks to common equity investors 
are created by •a reduction in the competitiveness of the 
utility's total gas cost compared to all other alternative 
fuels." Please provide all facts and documents 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 alternative fuels. 

517/2014 

Public 

Natural gas supplied by SNG competes directly with propane in all of its 
service 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 metropolitan area. 

AI December 31, 2013, SNG's rates for natural gas (including natural 
gas commodity costs) in equivalent values to propane prices by district 
were: 

Gallatin District: Gas 
GSCiass 
CS Class 
LVS Class 

Warsaw District: 
GSCiass 
CS Class 

$0.804 
$0.856 
$0.856 

$1.003 
$1.049 

Monthly Chr. 
$15.00 
$24.53 
$81.77 

$15.00 
$30.00 
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LVS Class $1.049 . $100.00 

Lake District; Gas Monthly 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 GS $1.254 -0-
LGS Class $1.006 $50.00 

Rogersville District: 
GSC!ass $0.947 $10.00 
Optional GS $1.166 -0-
CS Class $0.945 $15.00 
Optional GS $1.163 -0-
LGS Class $0.915 $50.00 
LVSCiass $0.915 $300.00 

Although the Lake of the Ozarks is not part of this rate case, it best 
demonstrates the competiveness of propane to the Company's natural 
gas prices because any adjustment in rates in the other districts 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: 
"Typically, when we arrive in a new expansion area, propane prices 
drop. The Lake District was no exception; however, the price typically 
drops 20-30 cents overall, and the Lake District 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 gallon. In the Gallatin 
District, the price was slightly less. Many propane companies were 
offering a pre-buy price to the average homeowner of $1.29 a gallon. At 
the time, the Gallatin GS tariff rate for an equivalent amount of natural 
gas was $1.25. Adding the customer charge and franchise fees made 
the Company's rate higher than propane. 

The Lake Ozark District did lose a few commercial load potentials. For 
example, Speedline Technologies at 1629 Old Route 5, Camdenton, 
received a bid for $1.01 a gallon and would not consider switching to 
natural gas. Woodland Scenics in Linn Creek also received a price 
$1.24 a gallon for propane. Woodland needed 7 natural gas meters, and 
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some meters were small enough that we could not discount the rate in 
the GS rate 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 tower." 

Response Provided by: James M. Anderson and Dave Moody 
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Summit Natural Gas of Missouri, Inc. S(;hodulo 101'~1 

MPSC Case No GR·2014 • 0086 Exhlblt3 

Pro forma Revenues 

CustomorChars;o Rovenuo Commod\~ ChatQO Revenue 
Monthly Atlnual Char go """'"' line Charge Bills Annual 

'"" Ctl 
VolumoMcf Annual 

No Note 1 Noto2 Revenue Nota 1 Note3 RevMue 

~~~ti"- __ c •:1 

2 GS· reskfentlal $ 15.00 15,232 s 228,•180 s 0..4449 84.715 $ 376,897 
3 GS<.Ommoreial 15.00 2,298 34,470 0.4449 10,560 87,022 
4 cs 24.53 600 14.718 0.5027 38,W5 191,504 
5 LV$ 81.77 12 981 0.5027 20,926 105,195 
6 ISS 204.42 0.4415 
7 TS 204.42 6<l 12,285 0.5027 32,102 161,377 
8 18 202 s 290,914 19.5398 $ 921 995 1,212,909 

9 Nl_atS(!~ ---·-·] 

10 GS·reskJenUal s 15.00 10,024 $ 150,380 $0.5500 47,680 $ 262,240 
11 GS-commecdal 15.00 2,331 34,965 0.5500 20,596 113,278 
12 cs 30.00 420 12,600 0.6<100 32,673 196,038 
13 LVS 100.00 288 28,800 0.6<100 68,724 532,344 

" TS 200.00 0.6<100 
15 13003 s 228.725 189 673 s 1103 900 1,330,625 

18 )t(!gets~il$ '::_- ,-, 

17 GS-res!denUal $ 10.00 56,820 $ 568,200 $ 0.46«1 293,657 $ 1,368.442 
18 GS ~ resldenital- opUooal 63,896 0.7060 226,008 1,595,6113 
19 OS-rommerdal 15.00 12,.574 188,610 0.4630 216,625 1,002.974 
20 GS-commerc.lal· optklnal -4,272 0.7030 29,G47 20-1,200 
21 LGS 50.00 80-1 40,200 0.4300 123,300 .530,190 
22 LVS 300.00 •• 28,800 0.4180 122,403 511,645 
23 TS{note4) 300.00 300 108,000 3.6900 744 482 2,747,139 
24 12a.m s 933,810 [' ~ ,' 1.76§.522'~ $ 7,960,205 \ B.e<l-l.Ol& 

25 :Bii>"""'- ' -- '-''-- J 

26 GS-res!dential $ 10.00 4,378 $ 43,780 $0.5660 22,127 $ 125,239 
27 GS. res!denital· opl.lonal 1,356 0.6<l6<l 3,764 30,358 
28 GS·oommerdal 15.00 2,076 31,140 0.5830 49,397 278,105 
29 GS-commerclal- optional 300 0.8030 2,519 20,228 
30 LOS 50.00 1,392 69,600 0.5300 135,147 716,279 
31 LVS 300.00 0.5180 
32 lS(noto 4) 300.00 84 25,200 4.7150 206,232 981,814 
33 9682 $ 169 720 421.186 $ 2.152.002 2,321,722 

NOO!AS: (1} Charges taken from wrrent lariff. 
{2) annual bills calcula!ed on shapod customor C()l!nl study f01 9-30·13. 
(3) aMual rotai sa!Bs volumataken from basa exooss stu<iy f01 9-30-13, modified to Mel, weather nonna!Jzed. 

tnmsportation revenues taken from TransportaUon Study. 
(4) t.IMBtu rate In the tariff converted to MCF rate to rertcct vdumes shoY.n. 

MOS Model 9·30·2013 TOP 12·17·2013.)isx pro f&ma re\•enuo Schedule 4 1211812013 



Proforma 
Line Service 
No Division Revenue 

1 Gallatin $ 1,212,907 

2 Warsaw 1,330,625 

3 Rogersville c~~"'l!~Q:t?:: 

4 Branson 2,321,722 

5 $ 13.759,270 

MOS Model 9-30-2013 TDP 12-17-2013.xlsx 

Summit Natural Gas of Missouri, Inc. 
MPSC Case No GR-2014- 0086 
Revenue Excess (Deficiency) 

Revenue 
Revenue Excess Deficiency 

Requirement (Deficiency) Reduction 

$ 1,657,230 $ (444,323) 

2,910,186 (1 ,.579,561) 820,869 

13,893,750 ;!1~&~99'7'35); ''"'~.··'·<·~"-'' 

8,091,025 (5,769,303) 4,499,919 

$ 26.552.191 $ (12,792.921) $ 5.320.788 

Revenue Excess (Deficiency) Sum 

Revised 
Deficiency 

$ (444,323) 

(758,692) 

1: ,( 4;;~!!.1ll:?]§)c; 

(1 ,269,383) 

$ (7,472.133) 

Schedule TDP-1 
Exhibit 1 

Revised 
Revenue 

Bequirement 

$ 1,657,230 

2,089,317 

13,893,750 

3,591,106 -
$ 21.231.403 

12118/2013 

"'" "' :; 
"0 

"' ;::: 

" (/) 



Exhibit No.:---:-:--­
lssue: Merger 

Witness: Michael P. Earnest 
Exhibit Type: Direct 

Sponsoring Party: Missouri Gas Utility, Inc. 
File No.: GM-2011-0354 

Date: April 27, 2011 

BEFORE THE PUBLIC SERVICE COMMISSION 
OF THE STATE OF MISSOURI 

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. 

TABLE OF CONTENTS 

I. INTRODUCTION AND QUALIFICATION ................................................................. 1 

II. BACKGROUND ........................................................................................................ 2 

Ill. MERGER DETAILS ................................................................................................... 3 
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DIRECT TESTIMONY 
MICHAEL P. EARNEST 

MISSOURI GAS UTILITY, INC. 

I. 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? 

I 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. 

I attended Metropolitan State College of Denver majoring in Criminology and 

Business Management. I 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, I 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? 

I 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 

1 
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1 

2 

3 

4 

5 Q. 

6 A. 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 Q. 

22 A. 

23 

("SMNG"). I 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. 

II. 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 Utility, 

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 Utility, 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 

2 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 Q. 

13 

14 A. 

15 

16 

17 

18 

19 Q. 

20 

21 

22 

MGU in 2007. In 2010, IIF 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 II LLC purchased all the remaining 

partnership interest. IIF CNG Investment LLC, IIF SMNG Investment LLC, and 

IIF SMNG Investment II LLC are under common ownership ("IIF"). Additionally, 

in 2010, SMNG contracted with Summit Utilities Management Services, LLC to 

construct the Branson system. As I mentioned above, SUMS is a subsidiary of 

Summit, and a sister company of MGU. 

Ill. 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 completed, 

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 will 

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 I do. SMNG and MGU have focused our businesses on providing natural 

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 witnesses 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 Regulatory 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 Average Site Energy Consumption 
(quadrillion Btu) (million Stu per household using the fuel) 

Total 
Housing 

Total
2 Electricity 

Natural PropaneJL 
Fuel Oil Kerosene Total

2 Electricity 
Natural Propane/L 

Fuel Oil Kerosene 
Housing Unjt Characteristics and Units 

1 Gas PG Gas PG 
Energy Usage Indicators (millions) 

Total South .••••..•..•.••.•..••.•...•••..••.••..•..•...•••.•.... 42.1 3.220 2.091 0.942 0.142 0.039 0:006 76.5 49.7 53.1 30.2 58.7 10.6 

South Divisions and States 
S.outh Atlantic ............................................... 22.2 1.647 1.099 0.436 0.067 0.039 0.006 74.1 49.5 55.9 26.9 58.7 11.4 

Virginia ...................................................... 3.0 0.255 0.146 0.085 0.014 a a 85.9 49.3 64.2 29.2 55.2 a 
Georgia ..................................................... 3.5 0.311 0.177 0.129 0.004 a a 89.5 50.9 64.3 23.7 a a 
Florida .•.•.••.••••.......•...•...•..•..••...•..•...•.••.•.•.. 7.0 0.389 0.354 0.020 0.014 a Q 55.7 50.7 19.4 24.8 a Q 

DC, DE. MD. WV ...•..............•.•...•............. 3.4 0.304 0.165 0.103 0.010 0.026 Q 88.9 48.1 64.1 21.1 62.0 Q 

North Carolina. South Carolina ................. 5.4 0.389 0.258 0.098 0.025 a 0.003 72.3 47.9 54.1 31.2 a 13.6 
East South Centra!.. ..................................... 7.1 0.565 0.367 0.157 0.040 N a 79.7 51.9 55.1 33.3 N Q 

Tennessee ................................................ 2.4 0.193 0.126 0.057 a N a 78.7 51.6 57.2 40.0 N Q 

Alabama, Kentucky. Mlssissippi ................ 4.6 0.372 0.241 0.099 0.031 N a 80.2 52.0 53.9 31.8 N a"' 
West South Central. ............. _. ...................... 12.8 1.008 0.624 0.350 O.D35 N a 79.0 48.8 49.3 34.4 N a"' 

Texas ........................................................ 8.5 0.658 0.415 0.230 0.012 N a 77.1 48.7 46.2 26.7 N a:; 
Arkansas, Louisiana. Oklahoma ............... 4.2 0.380 0.208 0.120 0.022 N N 82.6 49.1 56.4 41.1 N Nal 

.c 
" Urban and Rural;, (f) 

Urban ........................................................... 28.6 2.121 1.320 .· - 0.748 0.022 0.028 0.003 74.0 46.1 53.0 20.8 56.1 8.9 
RuraL ............................................................ 13.4 1.100 0.771 0.195 0.119 a 0.004 81.8 57.4 53.4 32.9 66.5 12.3 

Metropolitan and Micropolitan 
Statistical Area 

In metropolitan statistical area ...................... 33.4 2.555 1.630 0.792 0.091 0.038 0.004 76.6 48.9 52.7 31.2 59.7 11.9 
In micropolitan statistical area ...................... 4.7 0.369 0.245 0.103 0.019 a a 78.8 52.4 60.4 25.6 a 10.1 
Not in metropolitan or micropolitan 
statistical area .............................................. 4.0 0.296 0.215 0.048 0.032 a a 73.2 53.2 46.8 30.5 a a 

Climate R.egion4 

Very Cold/Cold ...........................•................. a Q a a a N N 87.4 38.9 a a N N 
Mixed~Humid ................................................ 21.9 1.849 1.078 0.625 0.102 0.038 0.006 64.4 49.2 61.4 34.0 59.7 12.0 
Mixed-Dry/Hot-Dry ........................................ 1.3 0.106 0.058 0.044 a N a 79.0 43.4 51.0 a N a 
Hot~Humid ......... ,_.,, ..................................... 18.6 1.247 0.946 0.265 0.034 Q a 67.0 50.8 40.0 22.2 a a 
Marine .......................................................... N N N N N N N N N N N N N 

U.S. Energy Information Administration 
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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 Average Site Energy Consumption 
(quadrillion Btu) (million Btu per household using the fuel) 

Total 
Housing 

Tota12 Electricity 
Natural Propane!L 

Fuel Oil Kerosene Total
2 Electricity 

Natural Propane/L 
Fuel Oil Kerosene 

Housing Unit Characteristics and Units1 Gas PG Gas PG 

Energy Usage Indicators (millions) 

Total South ...•.•••.•....••.•.....•..........•......••......•..• 42.1 3.220 2.091 0.942 0.142 0.039 0.006 76.5 49.7 53.1 30.2 58.7 10.6 

Housing Unit Type 
Single-Family ................................................ 29.7 2.634 1.624 0.941 0.126 0.038 0.005 88.6 54.6 57.8 32.7 60.2 11.8 

Single-Family Detached .....•..............•....... 27.6 2.492 1.539 0.787 0.125 O.o35 0.005 90.3 55.8 58.3 32.9 62.3 11.6 
Single-Family Attached ............................. 2.1 0.142 0.085 0.054 Q Q Q 66.3 39.5 51.4 Q Q Q 

Multi-Family .................................................. 8.4 0.350 0.261 0.087 Q Q Q 41.5 30.9 32.0 Q Q Q 

Apartments in 2-4 Unit Buildings ............... 2.2 0.105 0.074 0.030 Q N N 48.0 33.7 38.9 Q N N 
Apartments in 5 or More Unit Bui!dings ..... 6.2 0.245 0.187 0.057 Q Q Q 39.3 29.9 29.2 Q Q Q 

Mobile Homes .............................................. 3.9 0.236 0.206 0.015 0.014 Q Q 60.3 52.5 30.6 18.2 Q Q 

Ownership of Housing Unit~ "' Owned .......................................................... 29.3 2.512 1.602 0.741 0.132 0.034 0.003 85.8 54.7 56.8 30.7 62.8 (]) 
8.0 :; 

Single-Family ............................................ 25.2 2.290 1.416 0.719 0.119 0.034 0.003 90.8 56.2 58.6 33.0 63.6 9.1 '0 

Multi-Family .............................................. 1.0 0.043 0.028 0.015 N N N 42.2 27.6 32.6 N N N~ 
MobUe Homes ........................................... 3.0 0.179 0.158 0.008 0.013 Q Q 59.0 52.1 24.3 18.6 Q oc)S 

Rented .......................................................... 12.8 0.709 0.489 0.201 0.010 0.006 0.003 55.3 38.1 42.7 24.7 42.0 15.3 
Singte·Family ............................................ 4.5 0.345 0.209 0.122 0.008 Q 0.002 76.1 46.1 53.7 27.9 Q 17.3 
Multi~Family .............................................. 7.4 0.307 0.233 0.072 Q Q Q 41.5 31.4 31.9 Q Q Q 

Mobile Homes ........................................... 0.9 0.057 0.048 Q Q N Q 94.7 54.0 Q Q N Q 

Year of Construction 
Before 1940 .................................................. 2.4 0.237 0.110 0.094 0.019 0.013 Q 97.9 45.5 61.1 65.8 56.6 Q 

1940 to 1949 ................................................ 1.6 0.122 0.054 0.047 0.002 Q Q 78.6 41.5 52.6 20.7 Q Q 

1950to 1959 ................................................ 3.6 0.271 0.150 0.105 0.009 Q Q 75.7 42.1 53.5 24.0 Q Q 

1960 to 1969 ................................................ 4.4 0.344 0.201 0.119 0.014 Q Q 78.3 45.9 51.2 28.7 Q Q 
1970 to 1979 ................................................ 6.5 0.448 0.314 0.113 O.Q16 Q Q 68.7 48.1 45.9 24.2 Q Q 

1980 to 1989 ................................................ 7.5 0.513 0.376 0.107 0.027 Q Q 68.6 50.3 50.2 37.8 Q Q 
1990 to 1999 ................................................ 8.0 0.616 0.434 0.152 0.029 Q Q 77.5 54.6 52.0 26.6 Q Q 

2000 to 2009 ................................................ 8.2 0.670 0.441 0.205 0.025 Q Q 81.7 53.7 58.5 26.3 Q Q 

U.S. Energy Information Administration 
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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 Average Site Energy Consumption 
(quadrillion Btu) (million Btu per household using the fuel) 

Total 
Housing 

Tota12 Electricity 
Natural Propane/L 

Fuel Oil Kerosene Tota12 Electricity 
Natural Propane/L 

Fuel Oil Kerosene 
Housing Unit Characteristics and Units

1 Gas PG Gas PG 

Energy Usage Indicators (millions) 

Total South ..................................................... 42.1 3.220 2.091 0.942 0.142 0.039 0.006 76.5 49.7 53.1 30.2 58.7 10.6 

Total Square Footage • 
Fewer than 500 ............................................. 0.7 0.024 0.016 0.006 Q N Q 33.8 21.9 33.0 Q N Q 
500 to 999 .................................................... 9.3 0.439 0.322 0.102 0.013 Q Q 47.4 34.7 33.5 19.7 Q 8.5 
1,000 to 1 ,499 .............................................. 10.5 0.672 0.473 0.172 0.021 Q 0.001 64.1 45.1 44.9 20.2 Q 6.9 
1,500 to 1 ,999 .............................................. 7.6 0.588 0.404 0.150 0.025 0.008 Q 77.9 53.5 50.4 32.6 43.8 15.0 
2,000 to 2,499 .............................................. 5.3 0.467 0.303 0.128 0.027 Q Q 88.6 57.5 53.7 33.9 Q Q 
2,500 to 2,999 .............................................. 2.7 0.272 0.160 0.102 0.007 Q N 99.1 58.3 63.3 24.9 Q N 
3,000 to 3,499 .............................................. 2.0 0.214 0.122 0.077 0.010 Q N 1 9.0 62.1 68.1 31.0 Q N 
3,500 to 3,999 .............................................. 1.4 0.161 0.087 0.080 0.009 Q Q , 16.5 63.4 70.8 34.6 Q Q 

4,000 or More ............................................... 2.7 0.382 0.203 0.145 0.029 Q Q 1 43.1 76.2 842 55.4 Q Qo 

"' Number of Household Members ::; 
'0 

1 Person ....................................................... 11.5 0.603 0.394 0.162 0.034 0.012 Q 52.4 34.2 39.7 27.0 50.5 10~ 2 Persons ..................................................... 13.4 1.035 0.660 0.307 0.055 0.012 Q 77.4 . 49.3 53.2 31.1 61.3 7. 
3 Persons ..................................................... 6.8 0.583 0.388 0.175 0.016 Q Q 85.1 56.7 54.2 24.6 Q 
4 Persons ..................................................... 5.8 0.547 0.358 0.164 0,016 Q Q 94.3 61.8 64.8 28.7 Q Q 

5 Persons ..................................................... 2.8 0.270 0.173 0.083 0.009 Q Q 98.0 63.0 59.4 33.4 Q Q 

6 or More Persons ........................................ 1.8 0.183 0.116 0.051 0.012 Q Q 1 2.4 65.1 66.7 56.4 Q Q 

2009 Annual Household Income e 

Less than 520,000 ........................................ 10.0 0.586 0.393 0.164 0.022 Q 0.003 58.6 39.3 43.6 23.8 Q 16.3 
520.000 to $39,999 ....................................... 10.7 0.694 0.472 0.184 0.029 0.006 0.002 65.0 44.2 48.8 25.4 42.5 9.3 
540.000 to 559,000 ....................................... 8.1 0.633 0.422 0.166 0.039 Q Q 78.1 52.1 50.5 38.4 Q Q 
$60.000 to $79,999 ....................................... 4.6 0.386 0.253 0.105 0.021 Q Q 84.4 55.3 54.0 33.6 Q Q 

380,000 to $99,999 ....................................... 3.2 0.294 0.183 0.101 0.007 Q N 92.2 57.4 57.9 25.8 Q N 
$100,000 to $11 9,999 ................................... 1.6 0.156 0.100 0.049 0.004 Q Q 96.4 61.8 56.0 24.6 Q Q 
$120,000 or More ......................................... 3.9 0.470 0.267 0.175 0.018 Q Q 1 20.9 68.8 73.2 36.6 Q Q 

Income Relative to Poverty Une.l 
Below 100 Percent. ...................................... 7.2 0,443 0.305 0.117 0.016 Q 0.003 61.9 42.6 45.6 24.3 Q 20.4 
100 to 150 Percenl. ..................................... 4.5 0.299 0.200 0.085 0.009 Q Q 66.4 44.4 46.4 24.1 Q Q 
Above 150 Percent. ...................................... 30.4 2.478 1.585 0.740 0.116 0.034 0.003 81.5 52.1 55.5 31.9 60.6 7.7 

U.S. Energy Information Administration 
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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 Average Site Energy Consumption 
(quadrillion Btu) (miUion Btu per household using the fuel) 

Total 
Housing 

Total
2 Electricity Natural Propane/L 

Fuel Oil Kerosene Total2 Electricity 
Natural Propane/L 

Fuel Oil Kerosene 
Housing Unit Characteristics and Units 

1 Gas PG Gas PG 

Energy Usage Indicators (millions) 

Total South •••••.••••••••.•••••••.••.••.••••.••.••..••.•.....•.• 42.1 3.220 2.091 0.942 0.142 0.039 0.006 76.5 49.7 53.1 30.2 58.7 

Payment Method for Energy Bills 
All Paid by Household .................................. 39.7 3.080 2.004 0.893 0.139 0.038 0.006 77.6 50.5 54.9 30.1 59.6 
Some Paid, Some in Rent .•.....•..•...•...•..•..•.. 0.7 0.039 0.022 0.016 Q Q N 52.5 29.1 27.8 Q Q 

All Included in Rent. •.•••.•..•..•.....••....•............ 1.2 0.060 0.036 0.024 Q N N 51.7 30.6 38.3 Q N 
Other Method ............................................... 0.5 0.042 0.030 0.010 Q Q N 85.8 61.7 34.2 Q Q 

1tncludes all primary occupied housing units in the 50 States and the District of Columbia. Vacant housing unitS, seasonal units, second homes, military housing. and group quarters are excluded. 
2oata in these tables represent site or delivered energy. Consumption and expenditures for biomass (e.g. wood), coal, solar, and outdoor propane griJ\s are excluded. See RECS Terminology 

(http:/f..wf.N.efa.gov/consumption/residentiat/terminology.cfm) for further explanatlon of these terms. 
3
Housing units are classified as urban or rural using definitions created by the U.S. Census Bureau, which are publically available through 2009 TIGER/Line Shapefiles. 

4
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). 

5Rented includes households that occupy their primary housing unit without payment of rent. 

10.6 

10.6 
N 
N 
N 

6Total square footage includes an basements, finished or conditioned (heated or coo~d) areas of attics, and conditioned garage space that is attached to the home. Unconditioned and unfinished areas in 
attics and attached garages are excluded. 

co 
Q) 

"5 
-g 
.c: 
" rn 

7
To determine the number of households below the poverty line. the annual household income and number of household members were compared to the 2009 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 1 0 households were sampled. 
N = No cases in reporting sample. 
(")Number rounds to zero. 
Notes: • Because of rounding, data may not sum to totals. 
Source: U.S. Enerav Information Administration. Office of Enerov Consumotion and Efficiencv Statistics. Forms EIA-457 A and C~G of the 2009 Residential Enerav Consumotion Survev. 
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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 Sito Energy Consumption Average Site Enorgy Consumption 
(quadrillion Btu) (mi!llon Stu per household using the fuel) 

Total 
Housing 

Total" Electricity Natural Propanol 
Fuel Oil Kerosene Toti~ Electricity 

Natural Propanol 
Fuel Oil 

Housing Unit CharacteristiC$ and Units1 Gas LPG Gas LPG 
Energy Usage Indicators {millions.) 

Total Midwest •••. ,_,,,._,,,, •••...••••.••...••••...••.••••• 25.9 2.914 0.936 1.751 0,1.93 0.033 0.001 112.4 36.1 90.3 66.8 61.4 
Mobile Ho_mes ........................................... 0.9 O.OS1 0.033 0.033 0.014 N Q 92.4 37.9 65.7 58.3 N 

Rented .......................................................... 7.4 0.590 0.190 0.373 0.022 0.005 Q 80.2 25.8 72.4 58.7 51.3 
Single-Family ............................................ 2.3 0.270 0,079 0.174 0.013 Q Q 115.1 33.8 92.8 78.2 Q 

Multi-Family .............................................. 4.8 0.301 0.103 0.191 (}.005 Q Q 62.6 21.4 60.2 37,7 Q 

Mobile Homes .......................................... 0.2 0.018 0.008 Q Q N Q 97,1 40.5 Q Q N 

Year-or Construction 
Before 1940 ................................................. 4.6 0.614 0.169 0.396 0.041 o.ooa Q 133.0 38.6 107.8 74.4 64.5 
1940 to 1949 .............................................. 1.4 0.182 0.058 0.113 0.011 Q a 127.2 39.0 98,1 88.7 Q 

1950 to 1959 ............................................. 3.6 0.431 0.107 0.302 0.012 0.010 Q 119.9 29.8 96.4 55.3 53.1 
1960 to 1969 ................................................ 3.2 0,349 0.103 0.234 0.007 0.005 Q 107.6 31.7 87.5 54.1 61.6 
1970 to 1979 ................................................ 4.2 0.407 0.180 0.210 0.032 a Q 95,9 37.7 78.4 76.9 Q 

1980 to 1989 ................................................ 3,1 0.289 0.110 0.151 0.025 Q Q 94.6 36.2 78.1 55.6 Q 

1990to1999 ................................................ 3.2 0.348 0.122 0.195 0,030 N a 110.4 38.8 82.7 83.9 N 
2000 to 2009 ............................................... 2.8 0.294 0.109 0.150 0,035 Q Q 113.9 42.1 84.2 70.6 Q 

Total Square Footaget> 
Fe-.ver than 500 ........................................... 0.6 0.030 0.009 0.021 Q N N 53,1 18.5 52.4 Q N 
sao to 999 .................................................... 4.4 0.308 0,105 0.188 0.014 Q Q 70.8 24.1 85,5 43.1 Q 

1.000 to 1,499 ............................................ 4.3 0.388 0.131 0.238 0.017 Q Q 90.9 30.6 75.3 60.5 Q 

1.soo to 1,999 ............................................. 3.7 0.412 0.129 0.252 0.027 Q 0.000 110.5 34.6 87.2 62.1 Q 

2,000 to 2.499 ........................................... 3.6 0.435 0.130 0.275 0.024 0.008 Q 120.7 38.2 94.4 72.7 64.0 
2,500 to 2,999 ............................................. 2.9 0.372 0.120 0.222 0.023 Q Q 128.2 41.3 94.8 73.2 Q 

3.000 to 3,499 .............................................. 2.2 0.284 0.082 0.180 0.018 Q Q 131.5 37.8 ~02.2 69.4 Q 

3,500 to 3,999 .............................................. 1.7 0.234 O.D76 0.133 O.D19 a Q 140.7 45.4 108.6 61,3 Q 

4,000 or More ............................................. 2.7 0.451 0.154 0.242 0.051 Q Q 168,8 57.8 132.2 -80.9 Q 

Numbc-rofHousohold Members 
1 Person ....................................................... 7.4 0.634 0.177 0.410 0.037 0,010 Q 85.4 23.8 76.0 54.0 69.7 
2 Persons ..................................................... 8.5 0.983 0.314 0.556 0.077 0.015 0.001 112.9 36.8 88.7 70.4 56.3 
3 Persons ..................................................... 3,9 0.491 0.154 0.311 0.023 Q Q 127.1 39,9 99.S 67.9 Q 

..: Persons .. "'"'""'"""·--··· ........................... 3.5 0.466 0.163 0.265 0.034 Q Q 133.3 46.5 100.6 70.5 Q 

5 Persons. .............. ~ .................................... 1,7 0.230 0.082 (}.130 0.018 Q Q 134.8 47.9 104.3 79.6 Q 

6 or More Persons ........................................ 0.9 0.130 0,046 0.080 Q N Q 145.1 51.4 110.3 Q N 

2009 Annual Household Income ~~ 

Less than s2o.ooo ........................................ 5.5 0.516 0.161 0.322 0.025 0.008 Q 94.1 29.3 82.9 51.6 58.4 
S20,ooo to S39,S99 ....................................... 6.5 0.644 0.201 0.378 0.052 0.012 0,001 98.5 30.7 80.7 67.0 68.2 
$40,000 to $59,000 ....................................... 5.0 0,563 0.177 0.353 0.027 0.006 Q 1'12.0 35.3 91.0 64.9 52.7 
sso,ooo to $79,999 ...................................... 3.4 0.397 0.128 0.236 0.029 Q Q 115.7 37.5 88.9 71.3 Q 

seo,ooo to $99,999 ....................................... 2.0 0.264 0.093 0.151 0.020 Q Q 129.2 45.3 99.7 70.7 Q 

$100,000 to $119,999 ... , ............................. 1.3 0.177 0.056 0.111 0.008 Q Q 138.9 44.2 101.3 78.0 Q 

$120,000 or More ..................................... 2.1 0.354 0.119 0.200 0.032 Q Q 166.2 56.1 123.5 75.7 Q 

U.S. Energy Information Administration 
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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 
(quadrilllon Btu) (million Btu per hOusehold using the fuel) 

Total 
Housing 

TotaJ
2 Electricity 

Natural Propane/ 
Fuel Oil KcrOSQO(! Total Electricity 

Natural Propane! 
Fuel Oil 

Housing Unit Characteristics and Units
1 Gas LPG Gas LPG 

Energy Usage Indicators (millions) 

Total Midwost. •••.•.•••••••.• - .••...•..•....••.•••••.••.••..• 25.9 2,91-! 0.936 1.751 0,193 0.033 0.001 112.4 36.1 90.3 66.8 61.4 

Midwest Divisions and States 
East North Cen1ra1.. .................................. 17.9 2.053 0.617 1.314 0.101 0.020 0.001 115.0 34.6 93.6 62.5 55.9 

Illinois ..................................................... 4.8 0.613 0.169 0.429 0.015 N a 128.8 35.5 102.6 56.1 N 
Michigan ................................................ 3.8 0.471 0.113 0.321 il032 a a 123.3 29.7 102.4 70.3 Q 

Wisconsin .............................................. 2.3 0.235 0.067 0.143 0.016 0.009 Q 103.2 29.6 80.0 63.2 65.4 
Indiana. Ohio .......................................... 7.0 0.735 0.268 0.422 0.039 Q Q 105.0 38.3 85.3 59.1 Q 

West North Central. ................................... 8.1 0.861 0.319 0.437 0.092 0.013 0.000 106.7 39.5 81.7 72.4 72.5 
Missouri .................................................. 2.3 0.234 0.110 0.103 0.021 Q a 100.2 46.9 79.7 58.0 a 
lA. MN. NO,SD ...................................... 3.9 0.442 0.143 0.220 0.066 0.013 0.000 113.0 36.6 85.9 79.2 74.0 
Kansas. Nebraska ............................... 1.8 0.185 0,066 0.114 a N a 101.7 36.3 76.3 Q N 

Urban and Rural::~ 
Urban .................................................... 19.9 2.248 0.646 1.574 0.016 0.009 0.001 112.8 32.5 91;9 42.2 59.4 
Rural .......................................................... 6.0 0.666 0,:288 0.177 o.1n 0.0:24 0.001 111.3 48.1 78.4 70.6 62.3 

Metropolitan and Micropolitan 
Statistical Area 

In metropolitan statistical area .................... 19.4 2.277 0.669 1.485 0.103 0.019 0.001 117.:2 34.4 94.3 69.4 59.6 
Jn micropolitan statistical area ...................... 4.7 0.444 0.184 0.216 O.Q39 a a 95.1 39.4 72.8 59.6 Q 

Not in metroporrtan or micropolitan 
statistical are3 ............................................ 1.8 0.193 0.082 0.050 0.051 0.009 Q 106.5 45.4 73.3 68.0 78.0 

Climate Region 
4 

Very Cold/Cold ........................................... 20.4 2.359 0.690 1.493 0.144 0.032 0.001 115.7 3M 93.3 68.8 63.1 
Mixed-Humid .............................................. 5.5 0.555 0.246 0.258 0.049 a 0.000 100.4 44.5 76.1 61.5 Q 
Mixed-Dry/Hot-Dry ...................................... N N N N N N N N N N N N 
Hot-Humid .................................................. N N N N N N N N N N N N 
Marine ........................................................ N N N N N N N N N N N N 

Housing Unit Type 
Single-Family .............................................. 19.2 2.425 0.769 1.453 0.171 0.031 0.001 126.1 40.0 97.3 70.2 62.5 

Single-Family Detached ............................ 18.0 2.302 0.735 1.367 0.169 0.030 0.001 128.0 40.9 99.0 70.6 61.8 
Single-Family Attached ......................... 1.2 0.123 0.034 0.086 a Q a 98.6 27.4 77.0 a Q 

Multi-Family .................... , ............................ 5.6 0.390 0.126 0.257 0,005 a a 69.4 22.4 66.7 37.7 Q 
Apartments in 2-4 Unit Buildings ........ 1.9 0.199 0.051 0.147 N a a 102.G 26.0 94.9 N Q 
Apartments in 5 or More Unit Bui!dings ..... 3.7 0.191 O.Q7S 0.110 0.005 a Q 51.9 20.4 47.6 37.7 Q 

Mobile Homes ....... ............................... 1.1 0.099 0.041 0.041 0.017 N Q 93.2 38.4 67.6 54.0 N 

Ownership of Housing Unit::. 
Ovmed ........................................................ 18,6 2.324 0.746 1.378 0.171 0.028 0.001 125.2 40.2 96.8 68A 63.7 

Single~F:lmi!y ......................................... 16,9 2.154 0.69'0 1.278 0.157 0.028 0.001 127.6 40.9 98.0 6R7 63.7 
Multi-Family ...................................... 0,8 O.OS9 0.023 0.066 N N Q 110.5 28.3 96.5 N N 
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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 Enorgy Consumption Average Site Ene-rgy Consumption 
(quadrlUion Btu) (million Btu per household using the fuel) 

Total 
Housing , 

Electrieity 
Natural Propane/ 

FueiOll Kerosene Total
2 Electricity 

Natural Propane/ 
Fuel Oil 

Housing Unit Characteristics and Units1 Total~ Gas LPG Gas LPG 
Energy Usage Indicators (millions) 

Total MidwesL.·-············································ 26.9 2.914 0.936 1.751 0.193 0.033 0.00'1 112.4 36.1 90,3 65.8 61.4 

Income Relative to Poverty Une I 

Below 100 PercenL ................................. :n 0.:;58 0.120 0.230 0.014 a a 99.0 32.2 65.0 60.5 a 
100 to 150 Percent. ............................. 2.6 0.268 0.082 0.161 0.017 a a 104.8 32.0 89.5 61.6 a 
Above 150 Percent .................................. 19.6 2.278 0.734 1.360 0.162 0.021 0.001 116.0 37.4 91.4 69.4 61.4 

Payment Mothod for Energy Sills 
All Paid by Household .................................. 22.6 2.832 0.653 1.563 0.185 0.030 0.001 116.4 37.7 93.1 67.8 61.2 
Some Paid, Some in Rent .........•.................. 1.6 0.120 0.023 0.093 a a a 74.9 14.6 62.7 a a 
All Included ln Rent.. .................................... 1.0 0.061 0.021 0.040 N a a 51.4 20.8 66.5 N a 
Other Method ............................................... 0.7 0.101 0.039 0.055 a a a 141.4 54.4 105.5 47.4 a 

~Includes all primary occupied housing units in the 50 States and the District of Columbia. Vacant housing units. seasonal units, second homes. military housing. and group quarters are excluded. 
2
Data 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 Terminology 

(http://w\Nw. eia.gov/eonsumptionJresidentiall1ermfnoJogy.cfm} for further explanation of these terms. 
3
Housing units are classified as urban or rural using definitions created by the U.S. Census Bureau, which are pubtically available through 2009 TIGER!Line Shapefiles. 

.!These climate regions were created by the Bullding America program. sponsored by the u.s. Department of Energy's Office of Energy and Efficiency and Renewable Energy {EERE). 
5
Rented includes households that occupy their primary housing unit without payment of renl 

Kerosene 

3.2 

a 
a 

3.4 

3.1 
a 
a 
a 

S,.ota! square footage includes all basements, finished or conditioned (heated or coo!ed) areas of attics, and conditioned garage space t.'lat is attached to the home. Unconditio~ed and unfinished areas in attics 
and attached garages are e-:xduded. 

7 
To determine the number or households befO\o't the poverty line. the annual househOld income and number of household members were compared to the 2009 Poverty Guidelines for families published by the 

U.S. Department of Hea[th and Human Se!Vices. 
0 = 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: • Because of rounding, data may not sum to tots.ls. 
Source: U.S. Enerov Information Administration. Office of Enerqy Consumption and. Efficiencv Statistics. Forms ElA-457 A and C·G of the 2009 Residential Enerav Consumotion Sutvev, 
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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 energy prices 
jeopardize the use of home heating and cooling and increase the prospect of exposure to 
temperatures that are too hot in summer and too cold in winter. The potential 
consequences of exposure to such temperatures and related financial pressures include a 
host of adverse health outcomes, such as chronic health conditions made worse, food 
insecurity, and even the premature death of thousands of people in the United States each 
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 
nonnal 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 infrastmcture magnify 
and extend hot weather events compared with mral 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, unaffordable home 
energy undermines national primities in the areas of long-tetm care services and livable 
communities, destabilizing efforts to suppott 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 include the 
following: 

• 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) 

• 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 each year, the death toll underestimates the true impact of temperature on 
health. For example, mottality 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 adults, 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 health 
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 electrical 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 times the level that all households, 
on average, devote to home energy bills. 

The Low-Income Home Energy Assistance Program (LIHEAP) improves access to 
home energy, bnt 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 during 2009 was less than one-quatter 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 necessities 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, 
energy assistance, shutoff protection tules 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 effmts 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 oflife. 

POLICY RECOMMENDATIONS 

• Ensure that subsidies and discounts help make home energy affordable and 
sustainable for households that include older adults. 

• 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 patiicipation and long­
term 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 adults, 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 servicejcopardizes 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 
hospitalized 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.2 

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 ofliterature 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 ofunaffordable 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. 

E. Klincnbcrg, /feat Wave. A Soda/ Autop.9• of Disaster in Chicago (Chicago: University of Chicago Press, 2002). Other key 
sources include J. Dcmattc, K. O'Mam, J. Buescher, C. G. Whitney, S. Forsythe, T. McNamee, R. B. Adiga, and I. M. Ndukwu, 
"Ncar-Fatal Heat Stroke during the 1995 Heat Wave in Chicago," Annals of llflemal Medicine 129 (1998): 173--81; R. Kaiser, A. 
Lc Tctrc, J. Schwartz, C. A. Gotway, \V. R. Daley, and C. H. Rubin, "The Effect of the 1995 Heat Wave in Chicago on All-Cause 
and Cause-Specific Mortality," Amerhm Journal of Public Heallh 97 (2007): 158--62; R. J. Rydman, D.P. Rumoro, J. C. Silva, 
T. M.llogan, and L. M. Kampe, "The Rate and Risk of Heat-Related Illness in Hospital Emergency Departments during the 1995 
Chicago Heat Disaster," Journal of Medical System~ 23 (1999): 41-56; J. Semenza, "Acute Renal Failure during Ileal Waves," 
American Journal of Preventive Medicine 17 (1999): 97; J. C. Semenza, J. E. McCullough, W. D. f-'landers, M.A. McGcchin, and 
J. R. Lmnpkin, "Excess llospital Admissions during the July 1995 Heat Wave in Chicago," American Journal of Preventiw: 
Medicine 16 (1999): 269-77; J. Semenza, C. Rubin, K. Falter, J.D. Selanikio, W. D. Flanders, H. L. Howe, and J. L. Wilhelm, 
"Heat-Related Deaths during the July 1995 Heat Wave in Chicago," New England Joumal of Medicine 335, no. 2 (1996): 84-90. 

2 G. Luber and M. McGet!hin, "Climate Change and Extreme Heat Events," American Journal ofPrewntive Medicine 35, no. 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 global 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.3 

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 include the following: 4 

• 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) 

• Medications that impair thermoregulation (such as antihistamines, tricyclic 
antidepressants, beta-blockers, and vasodilators) 

• 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 research report, a literature review was conducted using the PubMcd search engine and the MeSH search tcnns 
"heat/adverse effects" and "cold/adverse effects" for publications that included human subjects, reviewing all publications starting 
in 1990. Jn addition, a citation searching strategy was used to identify pecr-rc\•icwcd publications dated before 1990 and those in 
subjl."CI areas not covered comprehensively by Pub Mcd, such as journals in the areas of mete-orology and housing. Approximately 
300 pccr-rcvicwcdjoumal articles and monographs and a small number of grey literature reports were identified. 

4 Discussion in this paragraph based on E. M. Kilbourne, "Temperature and Health," in Wallace/Ma:'(cy-Rosenau-Last. Puhlic 
Health and Pren?ntil·e Medicine, cd. Robert B. Wallace, 725-34, 15th cd. (New York: McGraw Hill Medical, 2008); R. S. Kovats 
and S. Hajat, "Heat Stress and Public Health: A Critical Review," Annual Review qf Public Health 29 (2008): 41-55; F. Matthies, 
G. Bickler, N.C. Marin, and S. Hales, Ileal Health Action Plans. Guidance (Denmark; World Health Organization, Regional 
Ofilce 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 toll unde1·estimates 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 ce1tificates or estimated by looking at 
seasonal patterns of excessive numbers that correlate with weather extremes. 

Death cel"tijicates: 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.5 Such counts likely underestimate 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. 6 

Attl"ibutable deaths: For heat-related deaths alone in the United States, studies converge 
on an annual number of between 1,700 and 1,800 per year.7 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 mtmber 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 number of deaths is two to three times higher than the number 
rep01ted by coroners' offices.8 

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 oflimited 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, 1999--2003," Morbidi~v and Mortality 
Week~l' Re1•iew 55 (2006): 796--98; T. Murphy, R. Zumwalt, and F. Fallico, "1-fypothcmtia-Rclatcd Deaths-United States, 1999-
2002 and 2005," Morbidity and Mortality Weekly Re1•iew 55 (2006): 282--84. 

6 H. G. Mirchandani, G. McDonald, I. C. Hood, and C. Fonseca, "Heat-Related lA--aths in Philadclphia-1993," American Journal 
of Mediml Pallwlogy 17, no. 2 ( 1996): 1 06--{)8; B. D. Ostro, L. A. Roth, R. S. Green, and R. Basu, "Estimating the Mortality 
Efi'cct of the July 2006 Califomia Ileal Wave," Environmenlal Research !09, no. 5 (2009): 614-19. 

7 C. E. Reid, M. S. O'Neill, C. Gronlund, S. J. Brines, D. G. Brown, A. V. Diez-Roux, and J. Schwartz, "Mapping Community 
Determinants of Heat Vulnerability," Environmenlal Heaflh Perspectil't's, cpub II (June 2009); Environmental Protection 
Agency, Excessive Heat Even/ Guidebook, EPA 430-B-06-005 (Washington, OC: EPA, 2006). 

8 Ostro et al., "Estimating the Mortality Efi'cct." 
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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).9 

ADVERSE HEALTH OUTCOMES 

Adverse health outcomes, including death, become more likely as temperatures 
deviate from a moderate range. Although mmtality 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 aU, 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 area. 10 

Temperature thresholds reflect local climate, infrastructure (such as prevalence of central 
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 wanning. 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 vulnerable cities are clustered on the East 
and West Coasts, while most ofthe least vulnerable cities are in the Southeast.11 During 
Califomia's July 2006 heat wave, the highest rate of heat-related emergency department 
visits was seen in the Central Coast region, where more moderate temperatures are the 
nonn .. 12 The lack of time to acclimatize ex~lains why heat waves early in the summer are 
more deadly than those later in the season .. 3 

For U.S. cities, deaths increase by an estimated 2 to 4 percent per degree Fahrenheit 
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 degree Fahrenheit below the cold 
threshold .. 14 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 Shanna, S. A. Pardo, D. S. Fcdson, and M.A. Miller, "Influenza and the Winter 
Increase in Mortality in the United States, 1959-99," American Journal of Epidemiology 160, no. 5 (2004): 492-502. 

10 A Braga, A. ZanobcUi, and J. Schwartz, "The Time Course of\Vcathcr-Rclatcd Deaths," t)Jidemiology 12 (2001): 662--67; R. 

Aasu rmd J. Samet, "An Exposure Assessment Study of Ambient Heat Exposure in an Elderly Population in Baltimore, 
Mal)'land," E111'ironmenta/ Health Perspectives 110 (2002): 1219-24. 

II Environmental Protection Agency, Excessive Heat Events Guidebook, 13-14. 

12 K. Knowlton, M. Rotkin-EI\man, G. King, H. G. Margolis, D. Smith, G. Solomon, R. Trent, and P. l\nglisl1, "ll1c 2006 California 
Heat Wave: Impacts on Hospitali?.ations and Emergency Department Visits," Environmental Health Perspeclives 117, no. I 
(2009), 61-67. 

13 Braga ct a!., "'llte Time Course of Weather-Related Deaths"; F. Curricro, K. Heiner, J. Samet, S. Zeger, L. Strug, and J. Patz, 
"Temperature and Mortality in II Cities of the Eastern United States," American Joumal of Epidemiology 155 (2002): 80--87. 

14 Braga eta!., "'llte Time Course of Weather-Related Deaths"; S. Hajat, R. S. Kovats, and K. Lachowycz, "Heat-Related and Cold­
Related Deaths in England and Wales: Who Is at Risk'!" Occupat;onal and Environmental Methcine 64, no. 2 (2007): 93--100; M. 
Medina-Ramon and J. Schwartz, "Temperature, Temperature Extremes, and Mortality: A Study of Acclimatization and EflCct 
Modification in 50 United States Cities," Occupational and Environmental Medicine, cpub (2007); R. Basu, W. Y. Fcng, and B. 
D. Ostro, "Characterizing Tcmpcmturc and Mortality in Nine Califomia Counties," 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.15 In temperate climates, the 
winter months bring excess deaths for older adults from circulatory system disease 
(particularly hea11 attacks and congestive heart failure), respiratory disease (influenza, 
bronchitis, emphysema, and chronic obstructive pulmonmy disorder),16 and diabetes.17 

No consensus yet exists on how global climate change will influence current patterns of 
heat- and cold-related deaths.18 Some see an increase in heat-related deaths that will 
more than exceed an anticipated decrease in cold-related deaths.19 Others anticipate that 
new weather extremes will mean more respiratory disease deaths in cities with colder 
climates.20 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 
areas accustomed to a broad range of temperatures, underscores the significance of a 
population's overall capacity to adapt over time.21 

Zanobetti and J. Schwartz, 'Temperature and Mortality in Nine U.S. Cities," l<.]Jidemiology, cpub (2008); Ostro eta\., "Estimating 
the Mortality EOCct." 

15 A. Bmga, A. Zanobctti, and J. Schwartz, "The Effect of Weather on Respiratory and Cardiovascular Deaths in 12 U.S. Cities," 
Em•iromnental Health Perspectiws 110 (2002): 859--63; H. Jolmson, R. S. Kovats, G. :..-tcGrcgor, J. Stedman, M. Gibbs, H. 
Walton, L. Cook, and E. Black, "The Impact of the 2003 I !rat Wave on Mortality and Hospital Admissions in England," Health 
Statistics Quarterly 25 (2005): 6--1 I; Hajat ct al., "llcat~Rclah..'d and Cold-Related Deaths"; A. lshigami, S. J-lajat, R. S. Kovats, L. 
Disanti, M. Rognoni, A. Russo, and A. Paldy, "An Ecological Time-Series Study of Heat-Related Mortality in Thr\.'C European 
Cities," Environmellfal Heallh 7 (2008): 5. 

16 Braga ct al., "Tl1e Effect of Weather"; G. S. Davies, i\-1. G. Baker, S. Hales, and J. B. Carlin, "Trends and Dctem1inants of Excl'SS 
Winter i\·fortality in New Zealand: 1980 to 2000," BMC Public Health 7 (2007): 263; llajat et al., "Heat-Related and Cold-Related 
Deaths"; r<.lcdina-Ramon ct al., "Temperature, Temperature Extremes, and Mortality." 

17 Elevated wintertime death rates may be influenced by intlucn~a as well as cold stress. T. A. Reichert, L. Simonsen, A. Shanna, S. 
A. Pardo, D. S. Fcdson, and M.A. Miller, "Influenza and the Winter Increase in Mortality in the United States, 1959--1999," 
American Joumal of Epidemiology 160, no. 5 (2004): 492-502. 

18 l\t. A. McGcehin and l\·1. Mirabelli, "The Potential Impacts of Climate Variability and Change on Tcmpcmturc-Rclated Morbidity 
and Mortality in the United Stall--s," Environmental Health Perspectives 109, Supplement 2 (2001}: 185-89; K. L. Ebi, J. Balbus, 
P. L. Kinney, E. Lipp, D. Mills, M.S. O'Neill, and M. Wilson, "Effects of Global Change on Human Health," Chapter 2, pagl'S 

39-87 in Analyses of the £_"{/i!cts of Global Change 011 Human Health and Welfare and Human Systems. A Report by the U. S. 
Climate Change Sdence Program and !he Sulx.:ommittee on Global Change Research, J.L. Gamble (ed.), KL Ebi, F. G. Sussman, 
T.J. Wilbanks (H'oshington, DC: U.S. Environmental Protection Agency, 2008}, http://www.climatl-scicnce.gov/Libmry/sap/saM-
6/final-reoort/default.htm (accessed 04/08110). 

19 L. S. Kalkstcin and J. Greene, "An Evaluation ofCiimate/~·1or1ality Relationships in Large U.S. Cities rutd the Possible Impacts of 
a Climate Change," Environmemal Health Perspecti\·es 105 (1997): 84-93; W. Kcatinge, G. Donaldson, E. Cordioli, M. 
Mar1inclli, A. E. Kunst, J.P. i\tackenbach, S. Nayha, and I. Vuori, "Heat Related Mortality in Wann and Cold Regions of Europe: 
Observational Study," British Medical Journal 321 (2000): 670--73; G. Barnett, "Temperature and Cardiovascular Deaths in the 
U.S. Elderly: Changes over Time," Ephlemiology 18 (2007): 369--72. 

20 Brnga et al., "The Time Course of\Vcather-Rclatcd Deaths"; Braga eta\., "'!be Effect of Weather." 

21 Braga ct a!., "The Time Course of Weather-Related Deaths"; Medina-Ramon and Schwartz, "Temperalllre, Tempera/ure 
f):tremes, and Mortality"; Knowlton K, Lynn B, Goldberg RA, Rosenzweig C, llogrcfc C, Rosenthal JK, Kinney PL, "Projecting 

heat-related mortality impacts under a changing climate in the New York City region," American Jounwl of Public Health 91 
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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: 22 

• 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.23 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 wann for at least nine 
hours per day. 24 Older residents in East London arc 60 to 70 percent more likely to 
experience an emergency hospitalization in wintertime if they live in a neighborhood 
where high home energy burdens are more eommon.25 Central heating lowers the 
odds of wintertime death for older residents/6 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 low-income residents of newly weatherized dwellings.27 

no. II (2007): 2028-2034; Knowlton K, Rotkin-EIIman M, King G, Margolis HG, Smith D, Solomon G, Trent R, English P, "The 

2006 California heat wave: impacts on hospitalizations and emergency department visits," Em•ironmmtal Health Perspectiws I 17 
no. I (2009): 61-67. 

22 F. Ballester, P. Michclozzi, and C. Iniguez, "Editorial. Weather, Climate, and Public Health," Joumal of Epidemiology ami 
Community Health 57, no. 10 (2003): 759-60; Davie ct al., "Trends and Determinants of Excess Winter Mortality"; J. Hassi, 
"Cold Extremes and Impacts on Health," in Ertreme Weather Events and Public llcalth Responses, cd. W. Kirch, B. r>.-tcnnc, and 
R. Bertollini, 59--67 {New York: Springer-Verlag, on behalf of the World Health Organization, 2005); Hajat et al., "llcat-Rclatcd 
ami Cold-Related Deaths"; Ishigami et al., "An Ecological Time-Series Study"; Curricro, et al., "Temperature and Mortality in II 
Cities"; R. E. Davis, P. C. Knappenberger, P. J. r-.-tichaels, and W. M. Novicofl~ "Changing Heat-Related ~·1ortality in the United 
States," Enl'ironmental Health Pcr!:,peclil'es Ill, no. 14 (2003): 1712-18; Barnett, "Temperature and Cardiovascular Deaths." 

23 Eurowinter Group (\V. R. Keatinge, G. C. Donaldson, K. Bucher, G. Jcndritzky, E. Cordioli, M. Martinelli, K. Katsouyanni, A. E. 
Kunst, C. McDonald, S. Nayha, and I. Vuori), "Cold Exposure and Winter i\·fortality from lschacmic Heart Disease, 
Cerebrovascular Disease, Respimtory Disease and All Causes in Warm and Cold Regions of Europe," The Lancet 349 (1997): 
1341--46; J.D. ilealy, "Excess Winter Mortality in Europe: A Cross Country Analysis Identifying Key Risk Factors," Jouma/ c~f 
Epidemiology and Community Health 51, no. I 0 (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 Patients with 
COPD," European Joumal of Public Health 18, no. 4 (2008): 399·-405. 

25 J. Rudge and R. Gilchrist, "Excess Winter Morbidity among Older People at Risk of Cold llomes: A Population-Based Study in a 
London Borough," Journal of Public Health 27 (2005): 353--58. 

26 P. Aylin, S. Morris, J. Wakefield, A. Grossinho, L. Jarup, and P. Elliott, "Temperature, !lousing, Deprivation and 'l11eir 
Relationship to Excess Winter Mortality in Great Britain, 1986-96," International Journal of Epidemiology 30, no. 5 (2001): 
IIO<H08. 

27 E. L. Lloyd, C. McConnack, M. McKeever, and M. Symc, "The Effect of Improving the Thennal Quality of Cold Housing on 
Blood Pressure and General Health: A Research Note," Journal of Epidemiology and Cmmmmity Health 62 (2008): 793-97; P. 
!lowden-Chapman, A. Matheson, J. Crane, H. Yiggcrs, f..-1. Cunningham, T. Blakely, C. Cunningham, A. Woodward, K. Savillc­
Smith, D. O'Dea, M. Kennedy, M. Baker, N. \Vaipara, R. Chapman, and G. Davie, "Eill'Ct oflnsulating Existing Houses on 
Health Inequality: Cluster Randomiscd Stmly in the Community," British Medical Journa/334, no. 7591 (2007): 460; N. Shortt 
and J. Rugkasa, ""The Walls Were So Damp and Cold': Fuel Poverty and Ill Health in Northern Ireland: Results from a !lousing 
Intervention," Health Place 13, no. I (2007): 99-110. 
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• Indoor cooling, especially central air-conditioning, is ke~ to saving lives and 
mitigating the heat-related impacts of climate warming. 8 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.29 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 seen for window air­
conditioning units in smaller residences.30 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.31 

LOWER SOCIOECONOMIC STATUS 

Lower socioeconomic status is associated with a greater risk of temperature-related 
death, particularly for older adults. Povetty and low-income status in the United States 
are associated with unsafe indoor temperatures and, through this link, with adverse health 
outcomes.32 Research suggests that access to, use of, and efficacy of home heating and 
cooling increase as household income increases. 

28 E. M. Kilboumc, K. Choi, T. S. Jones, and S. B. Thacker, "Risk Factors for llcatstrokc: A Case-Control Study," Journal of the 
American Medical Association241 (1982): 3332-36; Mirchandani ct al., "Heat-Related Deaths in Philadclphia--1993"; M.P. 
Naughton, A. Henderson, M. C Mirnbelli, R. Kaiser, J. L. Wilhelm, S.M. Kicszak, C. H. Rubin, and M.A. McGechin, "Heat­
Related Mortality During a 1999 Heat Wave in Chicago," AmericanJoumal ofPrevenlil'e Medicine 22 (2002): 221-27; G. C. 
Donaldson, \V. Kcatingc, and S. Nayha, "Changes in Summer Temperature and Heat-Related Mortality Since 1971 in North 
Carolina, South Finland, and Southeast England," Environmental Research 91, no. I (2003): 1-7; Barnett, "Temperature and 
Cardiovascular Deaths"; Medina-Ramon et al., 'Temperature, Temperature Extremes, and Mortality"; Ebi ct al., "Effects of 
Global Change on Human Health." 

29 Naughton eta!., "Heat-Related Mortality"; Mirchandani ct a!., "Heat-Related Deaths in Philadclphia--1993"; Semenza eta!., 
"Heat-Related DL•aths During the July 1995 Heat Wave"; R. Kaiser, C. H. Rubin, eta!., "Heat-Related DL-ath and Mental Illness 
During the 1999 Cincinnati Heat Wave," American Journal of Forensic Medical Pathology 22 (200 I): 303-07. 

30 E. Rogot, P. D. Sorlie, and E. Backlnnd, "Air-Conditioning and Mortality in Hot Weather," American Journal of Epidemiology 
136 (1992): 106-16. 

31 M .S. O'Neill, A. Zanobetti, and J. Schwartz, "Disparities by Race in Heat-Related Mortality in Four U.S. Cities: The Role of Air 
Conditioning Prevalence," Jounwl of Urban Health 82, no. 2 (2005): 191-97. 

32 The relationship between indoor exposures and poverty or socioeconomic status in European Union (EU) countries differs from 
that in the United States, given stronger supports for aftbrdablc housing in EU countries and the quality of the housing stock more 
generally. P. Wilkinson, M. Landon, B. Annstrong, ct al., Cold ComfOrt: The Social ami Environmental Determinants of Excess 
Wimer Death in Englmul, 1986--1996 (Rristol: Tlte Policy Press, 2001 ); N. Gouveia, S. Hajat, and B. AnllStrong, "Soci<X"Conomic 
Dift'erentials in the Temperature-Mortality Relationship in Sao Paulo, Bmzil," lntemational Joumal of Epidemiology 32 (2003): 
390-97; F. Canoui-Poitrine, E. Cadot, A Spira, Groupe RCgional Canicule, "Excess Deaths During the August 2003 Heat Wave 
in Paris, Fmnce," Rei'Ue d'Epidemiv/ogie et de Sante Publique 54 (2006): 127--35; llajat, Kovats, and l.aehowycz, "Heat-Related 
and Cold-Related Deaths in England and Wales"; P. Wilkinson, S. Pattcnden, B. Amtstrong, A. Fletcher, R. S. Kovats, P. 
l\·fangtani, and A. J. Mcl\'lichacl, "Vulnembility to Winter Mortality in Elderly People in Britain: Population Based Study," British 
Medical Jouma/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) 34 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 households). 

Cooling: 
• 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).35 

• 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.36 

Lower socioeconomic status means greater risk of temperature-related death, especially 
for older adults.37 Other socioeconomic indicators of temperature-related death include 
social isolation, gender, black etlmic or racial identity, and housing conditions that 

33 Data in this section arc from the U.S. Department of Energy, Energy Information Administration (2009), Table HC7.5, "Space 
Heating Usage Indicators by Household Income, 2005," 
http :1/www .ci a.doc. gov/cmcu/rccs/recs20051hc2005 tables!hc5 spacchcati ngi ndicators/pd f/tablchc 7.5 .00 f (accessed 04/08/ I 0). 

34 Federal statute limits LIHEAP eligibility to households with incomes that do not exceed 150 percent of the federal poverty IC\'el 
or 60 percent of the stale median income, whichever is greater. 

35 U.S. Department of Energy, Energy Information Administration (2009), Table HC7.6, "Air Conditioning Usage Indicators by 
Household Income, 2005," 
hllp://www .eia.doc.gov/emcu/rccs/rees20051ltc2005 -· tablcsJhc7 airconditioningindicatorslpdf/tablchc 7. 7 .pdf (accessed 04/08/1 0 ). 

36 National Energy Assistance Directors Association (NEADA), "2008 National Telephone Sample Survey" (Washington, DC: 
Apprise, Inc., unpublished and available from NEADA). 

37 Kilboume, 'Tcmpcmturc and Health." 
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concentrate heat indoors.J8 The income gradient widened by high home energy prices 
also contributes to health disparities related to home energy, such as food insecurity:39 

• 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 
I . I . f: .1. 4t ug 1er mcome mm 1es .. 

HIGH AND RISING HOME ENERGY PRICES: A THREAT TO LOW- AND 
MODERATE-INCOME HOUSEHOLDS 

According to data from the Energy Information Administration, the average cost to heat 
homes in winter has increased by 27.3 percent since 2005. 42 During the same time 
period, the use of air conditioning has also become more expensive as the price of 
residential electrical service (cents per kilowatt hour) has jumped 22 percent.43 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.44 

38 Curricro ct al., "Temperature and Mortality in II Cities"; J. Diaz, A. Jordan, R. Garcia, C. Lopez, J. C. Albcrdi, E. Hernandez, 
and A. Otero, "Heat Waves in Madrid 1986-1997: EftCcts on the Health of the Elderly," lntemalia11al Archhes of Occupational 
and Em•ironmental Health 75 (2002): 163-70; Kaiser ct al., "The Effect of the 1995 Heat Wave in Chicago"; Naughton ct al., 
"lleat-Rclatl-'<1 Mortality"; rvl. O'Neill, A. Z·mobctti, and J. Schwartz, "Modifiers of the Temperature and Mortality Association in 
Seven U.S. Cities," American Journal oJEpidemiologJ' !57 (2003): 1074--82; O'Neill, Zanobctti, and Schwartz, "Disparities by 
Race in !kat-Related Mortality"; M. Medina-Ramon, A. Zanobetti, D.P. Cavanagh, and J. Schwartz, "Extreme Tcmpcmturcs and 
Mortality: Assessing EO'cct Modilication by Personal Chamctcristics and Spccilic Cause of Death in a Multi-City Case-Only 
Analysis," Environmelllal Health Per~qll:'ctiw.'s 114 (2006): 1331-36; J. Schwartz, "Who Is Sensitive to Extremes of Temperature? 
A Case-Only Analysis," Epidemiology 16 (2005): 67-·72; Z·mobctti and Schwartz, "Temperature and Mortality in Nine U.S. 
Cities." 

39 N. Adler and D. Rehkopf, "U.S. Disparities in Health: Descriptions, Causes, and Mechanisms," Annual Re1•iews in Public Health 
29 (2008): 235-52; 1vt. S. O'Neill, A. J. t.·ldvlichacl, J. Schwartz, and D. \Vartcnbcrg, "Poverty, Environment, and Health: The 
Role of Environmental Epidemiology and Environmental Epidemiologists," Epidemiology 18 (2007): 664-68. 

40 M. Nord and L. S. Kantor, "Seasonal Variation in Food Insecurity Is Associated with Heating and Cooling Costs among Low­
Income Elderly Americans," Journal of Nutrition 136 (2006): 2939--44. 

41 J. Ahattacharya, T. DeLcirc, S. Haider, and J. Currie, "Heat or Eat? Cold-Weather Shocks and Nutrition in Jloor American 
Families," American Joumal of Public Health 93 (2003): 1149-54. 

42 Expenditures are in nominal tcnns and not adjusted for inflation. U.S. Department of Energy, Energy lnfommtion Administration, 
Short-Term Energy Outlook (March 2010), Table \VFOI, "Average Consumer Prices and Expenditures for Heating fuels During 
the Winter," http://www.cia.doc.gov/pub/forccasting/stco/oldsteos/marl O.odf (accessed 5/18/20 I 0). 

43 U.S. Department of Energy, Energy lnfonnation Administration (2010}, Table 5.3, "Average Retail Price of Electricity to 
Ultimate Customers: Total by End-Usc Sector, 1996 through Fcbmary 2010," 
http://www.eia.doc.gov/encaf/elcctricity/epm/tablc5 3.html (accessed 5/18/20 I 0). 

~tu.s. Department of Energy, Energy lnfom1ation Administration (2010), Ammal Em:rgy Oullook 2010, p.66; Rebecca Smith, 
"Utilities Seck Round of Rate Increases," Wall Street Journal November 27, 2009; Scott DiSavino, "U.S. Power Bills DO\vn, But 
Not For Long," Reuters, 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.45 Households eligible 
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-eligible 
households. 

Fi~ure 1. 
Low Income Households Carry Heavy Home Energy Burden 

16.0% 

13.5% 

7.0% 

3.6% 

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/or FY 2007{Washington, 
DC: USOHHS, 2009}. 

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 
smaller homes, and among these households, those at or below the federal poverty level 
use about one-third less energy. 46 Nationally, 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.S. Department of Health and Human Services, Administmtion for Children and Families, Office of Community Services, 
Division of Energy Assistance, L/Hb'AP Home Energy Notebook for F}' 2007 (Washington, DC: USDHHS, June 2009). 

46 J. Howat and l). Taonnina, "Home Energy Costs: The New Threat to Independent Living for the Nation's Low-Income Elderly," 
Clearinghouse REV/Ell~ Journal of Pmwly Lall' and Policy 41 (2008): 552-·68. 
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space-than do households above the poverty line. This use reflects the fact that these 
households are more likely to have older, less energy-efficient appliances such as 
refrigerators and heating equipment. Because of this disparity, these households pay more 
and receive less, in terms of home energy, than the average houschold.47 

While energy prices have risen, median incomes have stagnated, especially for low- and 
moderate-income households. As a result, home energy burdens, have increased: 

• Between 2001 and 2006, home energy burdens for poor, older adults living in two­
person households rose significantly.48 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 Northeast (to 9.6 percent) and South (to 8.2 percent), and by 
more than 10 percent in the Midwest (to 7.5 percent).49 

• The home energy affordability gap, which illustrates differences between what low­
income households are billed and what they can afford to pay, has more than doubled 
between 2002 and 2007.50 

• Since the early 1970s, while 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 percent.51 

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. LIHEAP, 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 households received an average of 
$320 in winter heating or winter crisis assistance, and 600,000 households received an 
average of $171 in summer cooling or summer crisis assistance. 52 

47 Howat and Taonnina, "Home Energy Costs: The New 'llueat." 

48 Ibid. 

49 Ibid. 'lbese figures do not refle\:1 significant energy price increases seen in 2007 and those predicted for the future. 

50 This meusure aggregates county-level measures of total energy bills, weighted by the proportion of low-income residents 
(households earning less than 185 percent of the poverty level); see http://www.homeenergyatTordubilitvgap.com. A home energy 
burden is defined as uffordable if bills are less than 10 percent of household income. 

51 P. Gosselin and S. Zimmennan, "Trends In Income Volatility and Risk, 1970-2004," Urban Institute Working Paper 
(Washington, DC: 11te Urban Institute, 2008). 

52 USDHHS, Ll/IEAP /lome Energy Notebook for FY 2007. 

Schedule 7 



Unfortunately, LIHEAP benefits cover only a portion of home energy costs. In fact, the 
percentage of the total home heating bill covered by LIHEAP benefits decreased from 23 
percent in 1981 to 10 percent in FY 2007.53 

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 2007.54 Millions more households 
became eligible during FY 2009 as many states increased their maximum income 
eligibility guidelines for LIHEAP from60 percent to 75 percent of state median income. 

Congress nearly doubled the federal allocation for LIHEAP from $2.6 billion in FY 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 setved rose by 25 percent, or an additional 1.9 million 
households.55 

Nevettheless, the 7.7 million households who received LIHEAP during 2009 was less 
than one-quatter of the number estimated to be income-eligible. 56 

Households that cannot afford to pay their utility bills face the possibility of having their 
utility setvice disconnected. While LIHEAP can help prevent shutoff of essential utility 
service by making payment more affordable, millions of residential consumers, including 
many LIHEAP-eligible and -assisted households, have their electricity or natural gas 
setvice terminated for failing to pay their bills. 5 7 Most states offer only limited 
protections to prevent the shutoff of regulated home utility setvice 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, I 0 states have seasonal moratoria for the summer 

53 USDHHS, LIHAilP Home Energy Notebook for FY 2007. 

54 The number of eligible households is calculated using state-level income guidelines. USDHHS, L/1/EAP Home E11ergv Notebook 
forFY 2007. 

55 NEADA, "Low Income Home Energy Assistance Program- Program Purchasing Power," (unpublished memo: NEADA, October 
6, 2008, available from Mark Wolfe, mwolfc@ncada.org),; NEADA, "Table 1: LIHEAP Winter Heating Households Served FY 
09 & FY 10 Projected (Revised 02-23-10)," press release available at http://www.ncada.org/commtmications/pressl2010-02-
22(fable 1-LIHEAPI OProjServed.pdf (accessed 04/08/l 0). 

56 Ibid. 

57 S. Sloane, M. Miller, B. Barker, and L. Colosimo, "2008 National Association of Regulatory Utility Commissioners (NARUC) 
Collections Survey Report," http://www.namc.org!Publications/2008%20NARUC%20Collections%20Survcv%20Report.odf 
(accessed 04/08/10). 
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months, and 43 states have limited protections against shutoffs on the grounds of life­
threatening or serious illness (usually a delay in a scheduled shutoff for nonpayment if a 
health care practitioner certifies poor health). 58 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 temperahJres 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.59

• 

58 LIHEAP Clearinghouse, "Seasonal Tcnnination Protection Regulations," table prepared by the National Center for Appropriate 
Technology, 2009, httn://lihcap.ncat.orgiDisconncct/ScasonaiDisconncct.htm (accessed 12/25/09). 

59 The concept of two main pathways through which household energy burden afiCcts health is developed in Child Health Impact 
Working Group, Unhealthy Consequences: Energy Cusls and Child Health (Boston, MA: Child llcalth Impact Working Group, 
2006). Unless otherwise noted, all findings reported in this section arc from a 12~statc telephone sample survey of households 
receiving an LIHEAP benefit. Sec NEADA, "2008 National Energy Assistance Survey" (Washington, DC: Apprise, Inc., 2009), 
available from Mark Wolfe, mlwolfc@ncada.org. 
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I Fiaure 2. 

I Health Status Makes LIHEAP Households with an Older Adult Particularly 
I Vulnerable to Unaffordable Home Energy 

Have a household member with a 
medical condition* that makes them 
sensitive to extreme temperatures 

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** 

80% 

*Including asthma, emphysema, chronic obstructive pulmonary disorder (COPD), diabetes, high blood pressure, 
heart disease, or stroke 

**help with 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 directly 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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report leaving their home for part of the day because they were unable to maintain 
d . d w mo erate m oor 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..61 

• More than one-quarter (28 percent) report skipping payment of a utility bill or paying 
less 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. 62 

• 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. 63 

• 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. 64 

Indirect threats to health: 
Financial stress poses i11direct threats when households must make difficult decisions in 
the face of competing demands for limited dollars. This scenario 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: 

• Three-quarters (74 percent) report cutting back on the purchase of household 
necessities because of high home energy bills.65 

• Nearly one-quarter (24 percent) report going without food for at least one day 
because of energy bills in the past five years. 66 

60 NEADA, "2008 Nntional Energy Assistance Survey," Table IV-178, Table JV-188, Table IV-198. 

61 Ibid., Table IV-20B, Table IV-378. 

62 Ibid., Table IV-22B, Table IV-23B, Table IV -27B. 

63 Ibid., Table IV-318. 

64 Ibid., Table IV-348. 

65 Ibid., Table IV-148. 

66 Ibid., Table IV-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.67 

• One in six (15 percent) rep01t being unable to pals energy bills because of medical or 
prescription dmg expenses during the past year. 8 

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 households and by extension, the health and well-being of household 
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 income eligibility guidelines, the 
size of individual awards, and the numbers of households enrolled. However, LIHEAP 
still services only about one-qumier of eligible households.69 

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 disconnection of residential energy services for households with members of 
cettain ages.70 Many states offer a limited protection against involuntmy 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 Jleriodic filing of a medical certification with the 
state energy office or utility company.71 Only a handful of states prohibit shutoffs 

67 Ibid., Table IV-SIB, Tllblc IV-52R. 

68 Ibid., Table JV-538. 

69 NEADA, "'LIHEAP Program Purchasing Power," unpublished memo, November II, 2009, available from Mark Wolfe, 
mlwolfc@ncada.org . 

70 LIHEAP Cle-aringhouse, "State Disconnection Policies," table prepared by the National Center for Appropri!ltc Technology, 2009, 
http://lihcap.ncat.org/Disconncctldisconncct.htm (accessed 12125/09). 

71 LIIIEAP Clearinghouse, "Seasonal Tcnnination Protection Regulations," table prepared by the National Center for Appropriate 
T cchnology, 2009, http://lihcap.ncnt.orgfDisconnL'Ct/ScnsonalDisconncct.htm (accessed 12/25/09). 
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altogether for people facing significant health challenges. CmTent 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. 72 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 for electricity because they cannot shift their usage from higher cost peak times 
to lower cost off-peak times. These policies raise other concems 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. 

• 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 remote 
location. 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 hypothennia inside his home, the 
result of a service limiter being tripped. 73 

HEALTH SERVICES AND LONG-TERM CARE 

Exposures to extreme 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 
living. 

72 B. Alexander, "Smart Meters, Real Time Pricing, and Demand Response Programs: Implications for Low Income Electric 
Customers," unpublished pnpcr, revised r-.by 30,2007, available from Barbara Alexander, barbalcxCWctcl.nct.; N. Brockway, 
"Advanced Metering lnli-astructure: WhtH Regulators Need to Know about Its Value to Residential Customers" (Silver Spring, 
MD: National Regulatory Research Institute, 2008}; N. Walters, Can Admnced Metering Help Reduce Electric:ily Costs for 
Residential Cunmmers? AARP Insight on the Issues no. 18 (Washington, DC: AARP, 2008). 

73 D. Eggert, "Freezing Death of Michigan Man, 93, Inside House Sparks Anger; City Utility Cut Power with Limiter," Associated 
Press, Jrmurtry 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 
hospitalization. Hospitalizations can be avoided with sufficient access to primary care. 74 

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 low-income 
individuals who live with a significant disabling condition, who are legally blind, or who 
are at least 65 years old.75 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 income-eligible for LIHEAP (earning no more than 
150 percent of the federal povetiy level): 76 

74 A. B. Bindman, K. Gnunbach, D. Osmand, M. Komaromy, K. Vranizan, N. Lurie, J. Billings, and A. Stewart A, "Preventable 
Hospitalizations and Access to Care," Journal of the Aml'rican Medical Association 274, no. 4 (1995): 305-11. 

75 SSI is a federal entitlement program providing monthly income support for members of low-income households who live with a 
significant disabling condition, who arc legally blind, or who arc at least 65 years of age. Social Security Administration, SS/ 
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 Institute, and Kaiser Commissi011 on Medicaid 
and the Uninsured, based on the U.S. Census Bureau, "1\hrch 2007 and 2008 Current Population Survey," CPS: Annunl Social 
and Economic Supplements (Washington, DC: U.S. Census Bureau, 2008, 2009), httn://statehcalthfacts.org (04/20/09). 
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• Nearly 9.4million are eligible to enroll in the Medicare Part D Low-Income Subsidy 
for assistance paying for prescription drugs.77 

• About 6.2 million are fully eligible for Medicaid subsidy of health care expenses not 
covered under Medicare.78 

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-eligible 
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 
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77 KFF statehc-a\thfacts.org, estimate for 2008 from Centers for Medicare and Medicaid Services (CMS), Office of Extemal Affairs, 
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78 KFF, statehcalthfaets.org, Urban Institute estimates for 2003 based on data from the Medicaid Statistieallnfonnation System 
(~·ISIS) prepared for the Kaiser Commission on Medicaid and the Uninsured. 
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on waiting lists for waiver slots.79 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 
counseling) that give participants greater latitude in how funds for long-term care 
services are used, including to pay utility bills.80 Access to basic home utility service can 
be considered part 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.81 

Strengthening the connections 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.82 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 illness against involuntaty loss of home utility service (as discussed above) 
depends significantly on the practitioner's awareness of and able to comply with the 
consumer protection regulations that govern utility service shutoffs. 83 

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: State Long-Term Care Reform (Wasl1ington, DC: AARP, 2008), Table A3. 

80 On the cash and counseling dcmonstmtion in Florida, sec B. Phillips and B. Schneider, "Commonalities and Variations in the 

Cash and Counseling Programs across the Three Demonstration States," Health Services Research 42, no. I (2007): 397--413. 

81 A state's Olmsted plan, required under federal law, details how the state will provide long-tcnn care supports to residents in the 
least restrictive setting available. R. Dcsonia, Is Community Care a Ciioi/ Right? NAtional Health Policy Forum Background Paper, 
2003, http://www.nhp[org (12/14/09). 

82 R. Jackson and K. N. Shields, "Preparing the U.S. Health Community for Climate Change," Annual Reviews in Public Health 29 
(2008): 57-73; F. Matthies, G. Bickler, N.C. Marin, and S. llalcs S., cds., Heat-Health Action Plam. Guidance (Copenhagen, 
Denmark: World Health Organization, 2008); J. Bnlbus, K. Ebi, L. Finzer, C. Mnlina, A. Chadwick, 0. McBride, M. Clmk, and E. 
Maibach, Are We Ready? Preparing for the Public llealth Challenges of Climate Change (New York: Environmental Defense 
Fund, 2008), http://www.cdf.org/documents/7846 _ArcWcReady _April 2008.pdf (accessed 04/08/1 0), 

83 One such strategy, the Energy Clinic, has been developed at the Boston Medical Center. Energy Clinic activities include !mining 
for clinicians about how to prcpnrc medical certification letters to prevent shutoffs of home utility services for the families of 
pediatric patients -Adnm Scge, Utility Access and Health. A Medical-Legal Partnership Patients-to-Policy Case Study (Boston, 
MA: National Center for Medical Legal Partnership, 2010). Available at http:// www.medical-lcgalpartncrship.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 retain heat locally, increases ambient temperatures and 
raises the risk of premature death.84 Studies of differences in neighborhood temperatures 
during the summer underscore the impottance 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 from lower-income households and therefore less likely to have air­
conditioning.85 In Phoenix, Arizona, temperatures vary by up to 7 to 12 degrees 
Fahrenheit among urban, suburban, and urban fringe neighborhoods.86 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, hospitalizations, and 
an increased burden of disability and disease among low- and moderate-income 
households that include older adults.87 For example, the Philadelphia Depmtment of 
Health maintains a pmtnership 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.88 This active and personal approach to conveying public 
health information is particularly important for socially isolated and older adults, who 

84 K. E. Smoyer, "Putting Risk in Its Place: Methodological Considerations for Investigating Extreme Event Health Risk," Social 
Science and Medicine 47, no. II (1998): 1809-24. 

85 Ibid. 

86 S.L Harlan, A.J. Brazel, L. Prashad, W.L. Stcfhnov and L Larsen, "Neighborhood Microclimatcs and Vulnerability to Heat 
Stress," Social Sdena and Medicine 63, no. II (2006): 2847-2863. 

87 During heat waves, the most vulncmblc are older pCQplc who live alone, have limited mobility, and arc socially isolated. E. 
Klincnberg, Heat Wave. A Social Autopsy ofDisaster in Chicago (Chicago: University of Chicago Press, 2002); Kovats and 
H;Uat, "Heat Strcss and Public Health." 

88 Environmcntal Prott..-ction Agcncy, El-cessil'e Heat EveJ/1 Guidebook. 
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tend to be less responsive to information disseminated through brochures and other more 
. 89 pass1ve 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 clmnge.9° For example, in implementing heat health waming 
and watch systems in their communities, policymakers have taken advantage of various 
communication strategies, including the following: 

o Developing and disseminating information that summarizes health and safety risks 

o Instructing members of the public about available municipal services to mitigate 
summertime heat or winter cold 

o Targeting messages to specific groups of at-risk residents 

o Developing warnings that function effectively, for example, to discourage older 
adults from using electric fans as a cooling strategy when temperatures climb into the 
upper nineties91 

The reviews of the heat health waming/watch system in Philadelphia indicate impressive 
results.92 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 is issued and for the three-days following the waming, for a total of 117 lives, at 
an estimated total cost of $210,000.93 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: 

o Ensure that subsidies and discounts help make home energy affordable and 
sustainable for households that include older adults. These households should have 

89 Matthies ct al., Heat-Heallh Action Plans. 

90 E. W. Maibach, C. Roscr-Renouf, and A. Leiscrowitz, "Communication and Marketing as Climate Change-Intervention Assets: A 
Public Health Perspective," American Journal ofPrevel1fiiY! Medicine 35, no. 5: 488-500. 

91 Environmental Protection Agency, Excessil·e Heat E1·ent Guidebook. 

92 Environmental Protection Agency, Excessiw• Heat Event Guidebook, citing M. A. Palccki, S. A. Chagnon, and K. E. Kunkel, 
"'11te Nature and Impacts of the July 1999 Heat Wave in the t\'lidwestem United States: Leaming from the Lessons of 1995," 
Bulletin of the American Meteorological Socie~)' 82: 1353--67. 

93 K. L. Ebi, T. J. Teisberg, L. S. Kalkstein, L. Robinson, and R. F. Weiher, "Heat Watch/Waming Systems Save LiYcs. Estimated 
Costs and Benefits for Philadelphia 1995-1998," Bulletin of the American Meteorological Society 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 oflowering 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 anangements. 

• 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 demonstrate 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, clinicians 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 setve 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). 
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• 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 rectmed in Chicago in I 999, 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 I 999 
in Chicago exposed a number of critical issues, including the following: 

• High home energy burdens 

• Limited subsidies under LIHEAP and related programs 

• Lack of coordination among Medicaid and other public benefit programs with low­
income home energy subsidies or residential utility consumer protections 

• The realities 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 t!Je issues and approaches involved in motivating customers 
to reduce t11e total energy they consume t/Jrottgfl energy prices and rate design Tile 
scope of this brief is limited to l1ow tile multi-objective ratemaking process can address 
customer incentives to reduce total energy consumption, wflic/J also contributes to 
reductions in peak clemand. 1 This brief is provided as part of a comprehensive suite of 
papers and tools to assist organizations in meeting tile 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 constructive, 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 
to energy efficiency by creating effective customer incentives for energy efficiency through 
electric and natural gas rates. 

Prices, Rates, and Energy Efficiency 

Customers respond to 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 utilities). Rates differ across customer classes and are 
offered in various forms, consisting of charges they must pay regardless of how much energy is 
consumed2 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.3 

Key Findings 

States may consider rate design changes due to 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 natural gas rate design affects customers' 
energy use behavior and investment choices. The key findings include: 

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. 

• Utility 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. 

• 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.4 

• Some rate designs, such as declining block rates and bill 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, although 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 to encourage energy efficiency, including: 

• Additional and more consistent data on emerging rate and pricing options, including their 
effect on total energy consumption and the persistence of savings over the long term. 

• 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 effects into resource plans. 

Achieving All Cost-effective Energy Efficiency-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 rate making process, such as utility cost 
recovery and inter-class customer equity. 

2 These charges are often referred to as customer charges, which recover costs that do not vary with 
kilowatt-hour (kWh) usage (e.g., transmission and distribution assets, billing and customer care 
services). 

3 As of December 31, 2007, seven states have examined and modified electricity rates considering the 
impact on customer incentives to pursue energy efficiency. Two stales have done the same for natural 
gas rates. See National Action Plan for Energy Efficiency (2008a). 

4 While fixed charges are being considered to reflect utility costs, the focus of this brief is customer 
incentives for efficiency. 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). 

National Action Plan for Energy Efficiency 3 
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Customer Incentives for Energy Efficiency Through 
Electric and Natural Gas Rate Design 

This brief examines utility rates and pricing policies to encourage customers to 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 
on customer incentives to pursue efficiency.5 

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 summarizes selected case studies 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 all 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. 6 Some utilities are also considering the effectiveness of information delivery and 
related technologies that 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 Plan 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 
customer 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 an9 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 greatly 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 to 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 reports, its Vision for 2025, and its work with 
commercial customers under the Sector Collaborative on Energy Efficiency. 7 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 regulatory 
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. 

• 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. Regardless 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 to 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: 

• 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). 
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• Some utilities use techniques to manage price risk, while others have retail rate 
structures that allow supply prices to flow through to customers, such as fuel adjustment 
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, electricity 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 electricity 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 customer energy efficiency incentives; it means only that the range of 
considerations in the gas utility 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-term 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 programs8 can create short-term elasticity effects, though estimating 
sustained effects 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 annual 
energy use. In programs that encourage short-term price response, initial hourly demand 
reductions can decline over subsequent hours or days, making longer-term usage impacts 
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 small 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 narrow this gap (see Sachs, 
2007). Such differences can be attributed to several factors, including: 

• 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 format 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. 

• Availability of technical options to manage energy use, such as substituting the type of 
energy used, shifting operating hours, or changing processes to respond to price 
signals.9 

• 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.10 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 relative 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. 11 This section reviews the main pricing options in use today. 
These options are organized in three categories: 

• 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 following 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. 

• Customer incentive for peak demand savings-indicates the extent to which the 
option encourages customers to 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 lower-risk than flat rates, because 
rates are more closely linked to utility 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. 

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 utility tariff examples in 
Table 5-2. Aligning Utility Incentives With Investment in Energy Efficiency (National Action Plan 
for Energy Efficiency, 2007a) provides greater discussion on utility financial risk. 

National Action Plan for Energy Efficiency 9 
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o Table 1. Overview of Customer Incentives for Energy Efficiency From Various Rate and Pricing Options 

Fixed Rate Options 

Customer charge for direct service costs. 
Flat rates I • Other fixed and variable costs allocated on I A I M I L I M I L 

an average basis, per kWh consumed. 

• Basic customer charge . 

Inclining • Fixed volumetric rate for first usage block. 
I A I H I M I M I M 

0 
block rates • Higher fixed volumetric rate for subsequent 

2:3 
.. 'tail" block(s). 

c 
Seasonal • Fixed volumetric rates, but with seasonal <5 I A I M I M I M I M .., rates increase. 

"" (') 
Basic customer charge. ~ • 

~ TOU rates • Volumetric charges that vary by time of day I I M I H I I M (!) A L 
" (typically with two or three periods, e.g. 
0' peak/off-peak or peak/mid/off-peak) . .., 
~ • Basic customer charge . 

cZ Declining • Fixed volumetric rate for first usage block. 
" I A I L I L I M I L rn block rates • Lower fixed volumetric rate for subsequent 

"" 13 'tail" block(s). 
§" 

~ • Recover various costs such as franchise 
...., fees, universal service charges . a Bill adders/ • Some fee structures use fixed charges, I A I L I L I L I M 

<§. surcharges some use volumetric. 

::u 
'" 

• Absolute amounts typically small. 
Cii 
CJ 
"' " cg· 
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:::: 
"' g· 
12. 
:<> 
g. 

Separate billing charge for peak demand, ::Q • 
s Demand separate from customer or energy charges. 

I c I M I H I L I M 
~ charges . May include "ratcher feature, where peak I 

[!1 demand charges carry over for up to a year. 
(i) 
<3 Straight . Customer charge recovers all fixed costs . 
"' fixed-rn . Volumetric charge covers only variable I A I L I L I L I M 

"" variable 
~: (SFV) rates 

costs. 

~ I • Billing charges are fiXed over a 12-month or 
longer period. 

Flat/fixed-bill I • In budget billing, charges are adjusted in I R I L I L I M I L rates the following year. c 
In flat bill contracts, no automatic 
adjustment. 

Variable Rate/Dynamic Pricing Options 

• Basic customer charge . 

• Basic fixed volumetric rate . 
Critical peak I . Critical peak price (CPP)-substantially I R I M I H I L I H pncmg higher rate for usage during CPP periods. 

c 
• CPP periods not preset, but infrequent. 

• Offers a rebate for reduced usage during 
Peak time 1. CPP times, rather than a higher price. I R I M I H I L I L rebate Requires baseline and savings calculation. c 

• A variant of TOU pricing, in which on-peak 
Variable I prices vary, typically daily. I c I M I H I L I H peak pricing • Requires interval metering. I 
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"' rn 
"" ~-

~· 

~ 
;! 
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" cg. 
iii' 
Cii 
CJ 
(1) 

" t§' 

pricing 
I 

,...,, ............ Y ... IJ I IV ... I OJ! -'11-'""'"'"-".1 ......... ._.._. .... ""'' 0 

who• .......... , .... --··· ..... - __ _., ........ -..:-.. ....... 

Blended Fixed and Va 

• Mainly unregulated price offerings . 

• Generation price only-customer can 
choose a mix of fixed and variable prices. 

Source: National Action Plan for Energy Efficiency analysis. 

* A= all; R = residential: C = commercial; I = industrial 

I 

I 

c I M I H 
l 

A I M I M 

** H = high; M = moderate; L = low. Note that "low" can include cases where there is no effect or a negative effect. 

I L I H 

I L I M 
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Fixed Rates 

Within the fixed-rate category, the rate options 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 signals 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 to 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 to 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 bills 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.12 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 rnuch they can save, and 
thus can indirectly reduce incentives to cut consumption. 

• Straight fixed-variable (SFV) rates. This approach places 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 bill impacts from consumption changes until the following 
year. However, there is an annual adjustment, 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 between 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
term energy usage reductions have been documenled.13 Because the specifics of these pricing 
plans vary substantially, it is difficult to make generic assessments of their effectiveness as 
customer energy efficiency incentives. The incentive effect can depend heavily on 
implementation details, including customers' capabilities to see and respond to price signals, the 
effectiveness of control technologies, and whether customers are given effective education on 
their price response options. Rates intended to reduce peak usage often build a large price 
differential between on-peak and off-peak energy, so that the high on-peak cost strongly 
dissuades on-peak use. 

For example, a residential customer who participates in a dynamic pricing program may have 
pre-agreed to an automated adjustment in their thermostat set point during critical 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 lime, it might create a "lipping 
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-
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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 pnc1ng with a 
sophisticated energy management system and technologies to reduce peak, such as thermal 
storage optimized with chiller plant design and operation, dimmable lighting systems linked to 
daylighting controls, and a building automation system programmed to respond to price signals 
using advanced controls that adapt building systems operation to price signals. In this example, 
the rate gave the customer the incentive to reduce energy and peak demand, but may also have 
encouraged the customer to examine and act on other efficiency opportunities. 14

·
15 

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 consumption 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 blended 
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 customers, 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 to create a longer-term incentive, in that most 
of the customer'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 lncent Energy Efficiency 

States are making minimal progress in encouraging utilities and ratemaking bodies to align 
customer pricing and incentives to encourage investment in energy efficiency (National Action 
Plan 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. 

• 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 reak 
reductions of 3.7 to 41 percent and short-term energy savings of 3.3 to 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 I states THat Ha~e Taker:' Ele~trli::JW I "'Si~ll!( Trlaf~Jt)l'isTaR~!!i~:. 
. . . ~ate ~ctlop· : -~:"· :: , t4atqt~L GJ{sJ~atl!:~eJf~,Jl;;;. 

Impact on energy efficiency a 
consideration when designing AZ, CA, lA, ME, NY, OR, WI lA, NY 
retail rates? 

Declining block/fixed-variable 
.. 

CA, ID, OR, VT, WI 
rates eliminated? . . . 

AL, CA, CT, DC, DE, GA, lA, ID, IL, 
Time-sensitive rates in place? KY, MD, Ml, MN, MO, ND, NM, NV, il,NM 

NY, OK, SD, TX, VT, WI, WY 

Usage-sensitive rates in 
CA,DC,DE,MD,OR,VT 

place? 

Source: Supporting data used in National Action Plan for Energy Efficiency (2008a). 

Note·. Table 2 reflects stale acOons 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 

N 0 . . . . •. r··< . . . . "" ..... . . .. . .. . 
~ate/Price Type' 

utHber:of fferings ',, .v;~ ·'?'~ r (r,;;~ '<:?::~'"pd, __ "st6;;*~\f:c'~~c.:f;7"Yl 

, · Reported in 2006 FERC .. . · fl~tll~ej!•of,(l)fff!rlll'!l~'~li~6it!!l~;l~:·~ 
. ~utvey , : • •c. :. :,· : ~~oa FEJ3~, ~utv~¥~··;!~-§~n;ey;·£; 

~ , r,r, J1 ", "'v' ~' "z-~ ')~"'if'"'""£"~''Y:"::,i";l~"""~~~ 

TOU rates 366 315 

Real-time pricing 60 100 

Critical peak pricing 36 88 

Total '. 462 . 

L 
503 

Source: FERC (2008) 

Note: The 2008 survey was sent to 3,407 entities across the United States, representing investor-owned 
utilities, municipal utilities, rural electric cooperatives, power marketers, slate and federal agencies. and 
demand response providers. Respondents include all entities covered by EIA Form 861 reporting 
requirements, plus regional transmission organizations/independent system operators and curtailment 
service providers. A total of 2,094 entities responded to at least part of the swvey; 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 legal 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 to 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. 17 

2. 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 entering the potentially long and difficult process 
of implementing new rate/pricing plans. 

3. 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 contextual issues are driving changes to 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 to 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 possibilities and customer response options. Because many smart 
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grid proposals claim to 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 to 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 utilities 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 analytical 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, resulting in net energy bill increases. If new rates are 
to be mandatory, they should be designed to minimize such disadvantages. One way to 
address this concern is to create "opt-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 "80120 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 
concerns 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 utility 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 regulator 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 calculated 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 benefits 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 assumptions. 

• Balancing customer equity and stakeholder interests. Deciding which customers are 
covered, be it by mandatory or voluntary rate/pricing plans, 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, customers and other stakeholders need to 
understand and ultimately 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 pncmg 
designs may entail greater challenges in documenting customer response, net impacts, and net 
benefits, and in resolving customer equity 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, 
particularly 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 signals they initially contain. 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 fundamental to determining future 
resource needs. While these pricing approaches can reduce risk and costs in the near 
term, understanding their longer term effects 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 to inform 
decisions to modify program approaches that maximize energy savings through rate 
design changes. 
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Notes 

5 The Vision (National Action Plan for Energy Efficiency, 2008a) found less than 20 percent progress 
under Goal Seven, step 21. 

6 A future Action Plan brief will be developed on this topic. 

7 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 <http://www.epa.gov/cleanenergy/energy­
proqrams/napee/collaborative. h!ml>. 

6 "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 directly affected, through incentives may be offered for participation. More recent 
demand response and dynamic pricing programs lend to encourage customers to change behavior or 
operational se!!ings of devices (e.g., changing air conditioning thermostat se!!ings or appliance start 
times) with greater customer choice, in response to utility price signals. 

9 Note that the California pilot 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 (George e! al., 2006). 

10 See Faruqui and Wood (2008). For example, the New Jersey Board of Public Utilities is having Jersey 
Central Power & Light Co. amend its summer rate pilot program to account for customer differences in 
ability to reduce usage at certain limes. 

11 See Appendix B for more background on the history of utility ratemaking. 

12 If costs are fixed in nature, the utility still incurs them even if customers reduce their total consumption. 

13 For example, see findings by the Center for Neighborhood Technologies, Chicago, Illinois. 

14 For more guidance on larger-customer energy and demand control options, see the Sector 
Collaborative report (National Action Plan for Energy Efficiency, 2008b ), Chapter 3. 

15 Advanced ratemaking practices such as dynamic rates still must recover the underlying costs of 
acquiring and delivering electricity, as well as infrastructure and fixed and variable costs. Over lime, 
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. 

16 See summary results for selected dynamic pricing pilots in Appendix C. 

17 It should be noted, however, that the analytical effort needed to 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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Appendix A: National Action Plan for Energy 
Efficiency Leadership Group 

Co-Chairs 

Marsha Smith 
Commissioner, Idaho Public 
Utilities Commission 
Past President, National 
Association of Regulatory Utility 
Commissioners 

James E. Rogers 
Chairman, President, and 
C.E.O. 
Duke Energy 

Leadership Group 

Barry Abramson 
Senior Vice President 
Servidyne Systems, LLC 

Tracy Babbidge 
Director, Air Planning 
Connecticut Department of 
Environmental Protection 

Angela Beehler 
Senior Director, Energy 
Regulation/Legislation 
Wai-Mart Stores, Inc. 

Bruce Braine 
Vice President, Strategic Policy 
Analysis 
American Electric Power 

Jeff Burks 
Director of Environmental 
Sustainability 
PNM Resources 

Sandra Hochstetler Byrd 
Vice President, Strategic Affairs 
Arkansas Electric Cooperative 
Corporation 

Kateri Callahan 
President 
Alliance to Save Energy 

Jorge Carrasco 
Superintendent 
Seattle City Light 

Lonnie Carter 
President and C.E.O. 
Santee Cooper 

Sheryl Carter 
Co-Director, Energy Program 
Natural Resources Defense 
Council 

Gary Connett 
Director of Environmental 
Stewardship and Member 
Services 
Great River Energy 

Larry Downes 
Chairman and C.E.O. 
New Jersey Natural Gas (New 
Jersey Resources Corporation) 

Roger Duncan 
General Manager 
Austin Energy 

Neal Elliott 
Associate Director for Research 
American Council for an 
Energy-Efficient Economy 

Angelo Esposito 
Senior Vice President, Energy 
Services and Technology 
New York Power Authority 

Jeanne Fox 
President 
New Jersey Board of Public 
Utilities 

National Action Plan for Energy Efficiency 

Philip Giudice 
Commissioner 
Massachusetts Department of 
Energy Resources 

Dian Grueneich 
Commissioner 
California Public Utilities 
Commission 

Blair Hamilton 
Policy Director 
Vermont Energy Investment 
Corporation 

Stephen Harper 
Global Director, Environment 
and Energy Policy 
Intel Corporation 

Maureen Harris 
Commissioner 
New York State Public Service 
Commission 

Mary Healey 
Consumer Counsel for the State 
of Connecticut 
Connecticut Consumer Counsel 

Joe Hoagland 
Vice President, Energy 
Efficiency and Demand 
Response 
Tennessee Valley Authority 

Val Jensen 
Vice President, Marketing and 
Environmental Programs 
CornEd (Exelon Corporation) 

Mary Kenkel 
Consultant, Alliance One 
Duke Energy 
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Ruth Kiselewich 
Director, Demand Side 
Management Programs 
Baltimore Gas and Electric 
Company 

Harris McDowell 
Senator 
Delaware General Assembly 

Ed Melendreras 
Vice President, Sales and 
Marketing 
Entergy Corporation 

Janine Migden-Ostrander 
Consumers' Counsel 
Office of the Ohio Consumers' 
Counsel 

Michael Moehn 
Vice President, Corporate 
Planning 
Ameren 

Fred Moore 
Director, Manufacturing and 
Technology, Energy 
The Dow Chemical Company 

Richard Morgan 
Commissioner 
District of Columbia Public 
Service Commission 

Diane Munns 
Vice President, Regulatory 
Relations and Energy Efficiency 
MidAmerican Energy Company 

Clay Nesler 
Vice President, Global Energy 
and Sustainability 
Johnson Controls, Inc. 

Brock Nicholson 
Deputy Director, Division of Air 
Quality 
North Carolina Department of 
Environment and Natural 
Resources 

Jed Nosal 
Chief, Office of Ratepayer 
Advocacy 
Massachusetts Office of 
Attorney General Martha 
Coakley 

Pat Oshie 
Commissioner 
Washington Utilities and 
Transportation Commission 

John Perkins 
Consumer Advocate 
Iowa Office of Consumer 
Advocate 

Doug Petitt 
Vice President, Marketing and 
Conservation 
Vectren Corporation 

Phyllis Reha 
Commissioner 
Minnesota Public Utilities 
Commission 

Roland Risser 
Director, Customer Energy 
Efficiency 
Pacific Gas and Electric 

Gene Rodrigues 
Director, Energy Efficiency 
Southern California Edison 

Wayne Rosa 
Energy and Maintenance 
Manager 
Food Lion, LLC 

Art Rosenfeld 
Commissioner 
California Energy Commission 

Jan Schori 
General Manager 
Sacramento Municipal Utility 
District 

Ted Schultz 
Vice President, Energy 
Efficiency 
Duke Energy 

Larry Shirley 
Division Director 
North Carolina Energy Office 

Paul Sotkiewicz 
Senior Economist, Market 
Services Division 
PJM Interconnection 

Jim Spiers 
Senior Manager, Planning, 
Rates, and Member Services 
Tri-State Generation and 
Transmission Association, Inc. 

Susan Story 
President and C.E.O. 
Gulf Power Company (Southern 
Company) 

Tim Stout 
Vice President, Energy 
Efficiency 
National Grid 

Debra Sundin 
Director, Energy Efficiency 
Marketing 
Xcel Energy 

Paul Suskie 
Chairman 
Arkansas Public Service 
Commission 

Dub Taylor 
Director 
Texas State Energy 
Conservation Office 

David Van Holde 
Energy Manager, Department of 
Natural Resources and Parks 
King County, Washington 

Brenna Walraven 
Managing Director, National 
Property Management 
USAA Realty Company 

J. Mack Wathen 
Vice President, Regulatory 
Affairs 
Pepco Holdings, Inc. 
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Mike Weedall 
Vice President, Energy 
Efficiency 
Bonneville Power Administration 

Michael Wehling 
Strategic Planning and 
Research 
Puget Sound Energy 

Henry Yoshimura 
Manager, Demand Response 
ISO New England, Inc. 

Dan Zaweski 
Assistant Vice President, 
Energy Efficiency and 
Distributed Generation 
Long Island Power Authority 

Observers 

Rex Boynton 
President 
North American Technician 
Excellence 

James W. (Jay) Brew 
Counsel 
Steel Manufacturers Association 

Susan Coakley 
Executive Director 
Northeast Energy Efficiency 
Partnerships 

Roger Cooper 
Executive Vice President, Policy 
and Planning 
American Gas Association 

Mark Grisson 
President and C.E.O. 
American Public Power 
Association 

Dan Delurey 
Executive Director 
Demand Response 
Coordinating Committee 

Reid Detchon 
Executive Director 
Energy Future Coalition 

Ron Edelstein 
Director, Regulatory and 
Government Relations 
Gas Technology Institute 

Claire Fulenwider 
Executive Director 
Northwest Energy Efficiency 
Alliance 

Sue Gander 
Director, Environment, Energy, 
and Natural Resources Division 
National Governors 
Association-Center for Best 
Practices 

Jeff Genzer 
General Counsel 
National Association of State 
Energy Officials 

Donald Gilligan 
President 
National Association of Energy 
Service Companies 

Chuck Gray 
Executive Director 
National Association of 
Regulatory Utility 
Commissioners 

Katherine Hamilton 
President 
GridWise Alliance 

William Hederman 
Member, IEEE-USA Energy 
Policy Committee 
Institute of Electrical and 
Electronics Engineers 

Marc Hoffman 
Executive Director 
Consortium for Energy 
Efficiency 

John Holt 
Senior Manager of Generation 
and Fuel 
National Rural Electric 
Cooperative Association 

Eric Hsieh 
Manager of Government 
Relations 
National Electrical 
Manufacturers Association 

Lisa Jacobson 
Executive Director 
Business Council for 
Sustainable Energy 

Wendy Jaehn 
Executive Director 
Midwest Energy Efficiency 
Alliance 

Meg Matt 
President and C.E.O. 
Association of Energy Services 
Professionals 

Joseph Mattingly 
Vice President, Secretary and 
General Counsel 
Gas Appliance Manufacturers 
Association 

Kate Offringa 
President and C.E.O. 
North American Insulation 
Manufacturers Association 

Ellen Petrill 
Director, Public/Private 
Partnerships 
Electric Power Research 
Institute 

Christie Rewey 
Senior Policy Specialist 
National Conference of State 
Legislatures 

Steven Schiller 
Board Director 
Efficiency Valuation 
Organization 

Jerry Schwartz 
Senior Director 
American Forest and Paper 
Association 
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Andrew Spahn 
Executive Director 
National Council on Electricity 
Policy 

Ben Taube 
Executive Director 
Southeast Energy Efficiency 
Alliance 

Rick Tempchin 
Interim Executive Director, 
Retail Energy Services 
Edison Electric Institute 

Mark Wolfe 
Executive Director 
Energy Programs Consortium 

Lisa Wood 
Executive Director 
Institute for Electric Efficiency 

Facilitators 

U.S. Department of Energy 

U.S. Environmental Protection 
Agency 
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Appendix 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 States. 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 setting 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: 

• A fixed 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). 

• A lower rate assigned to additional energy consumed above the first block. 

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 also 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 natural 
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. 

• Environmental laws and regulations came into energy markets, adding new compliance 
costs for utilities 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 practicable, 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 to 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 electric 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 pncmg 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 
(C02) as a pollutant covered under the Clean Air Act, has created the likelihood that U.S. C02 

emissions will soon be regulated, raising energy prices and adding new risks for C02-emilling 
energy facilities. Because energy efficiency is viewed as a cornerstone of the policy solution to 
today's energy and climate challenges, utilities 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 C02 emissions. 
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Appendix C: Summary of Recent Dynamic Pricing 
Programs 

Table C-1 summarizes five well-documented dynamic pricing experiments. (The table begins on 
page C-2.) 
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2 Table C-1. Summary of Recent Dynamic Pricing Programs 

California I CPP I Southern Commercial/ 59 in 2004: Free installation 4 monthsx2 <20 kW: Peak- Savings 
Statewide California industrial 57 in 2005; of smart years: June- period energy calculated for 
Pricing Pilot Edison about 33% thermostat that October use fell 4.83%; peak hours 

Service <20kW accepted automatically 2004 and with only, not 
Area thermostats adjusts air 2005 thermostats, monthly or 

conditioning savings rose to annual 
setting in CPP 13% 

Commercial/ 183 in 2004: 
periods 

20-200 kW: 
industrial 76 in 2005; Peak-period 

about60% energy use fell 
20-200kW accepted 6.75%; with 

g thermostats thermostats, 
savings rose to 

2 9.57% 

iii Gulf Power Price~ Gulf Power Residential 8,500 None- March 2000 Summer peak Savings .., 
Company- responsive load Company customers pay to present reduction of calculated for "'" " Energy Select management service $4.95/month to 1.73 kW/home peak hours 

2: wtth CPP territory- participate in or 14.7 MW to only, not 
~· northwest the program for date monthly or 
(]) 

Florida the opportunity annual "' 0' to save on their Winter peak .., 
electric bill by reduction of 3 

~ 
(]) purchasing kW/home or 

~ electricity at 25.5 MWto 
prices lower date rn than the "" ()• 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 
3 Hydro One area business monitors for half September averaged 3. 7% averaged 3.3%; 

~ under 50 kW the participants 2007 with displays, 

:0 With displays, savings 

"'- impact averaged 7.6% 
(]) averaged 5.5% 
CJ 
(]) 

"' cg· 
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Ontario Energy Regulated Price Hydro Residential 
1373 

CPP 7 months: Peak load 6.0% average 
Board-Smart Plan TOU; Ottawa's TOU participants participants: off- August reductions annual 
Price Pilot TOU with CPP: service scheduled to total: peak rate cut to 2006-- were: conservation 

TOU with territory have smart 3.1 cents per February effect across all 
critical peak meters 125 in a critical kWh to offset 2007 5.7% for TOU- customers 
rebate installed prior peak rebate critical peak only 

to the start of price group, price participants, 
the pilot 124 each in 25.4% for CPP 

TOU-only and TOU with rebate participants 
CPPgroups participants: 

refund of 30 
cents per kWh 
below baseline 
usage +$75 at 
end of pilot 

Community Hourly pricing Chicago Residential 750 in 2003, Cooperative l2o03-20o6 Peak Summer-month 
Energy pilot program; rising to 1 , 1 00 provided reductions up energy usage 
Cooperative- air conditioning in 2006 outreach, to 25% in first reduced 3-4%; 
Energy Smart cycling added education, hour; greatest no annual net 
Pricing Plan as an option information reductions usage impact 

materials, high through air reported 
price alerts conditioning 

cycling 

Peak 
reductions 
declined after 
first hour and 
over 
successive 

Sources: California Statewide Pilot: George et al. (2006); Gulf Power Company: comments from Ervan Hancock Ill, Georgia Power Company; 
Ontario Energy Board: Hydro One (2006): and Community Energy Cooperative: Summit Blue Consulting (2004). 
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Meisenheimer, Barb 

From: 
Sent: 
To: 
Subject: 

Beck, Dan [dan.beck@psc.mo.govj 
Wednesday, July 09, 201411:10 AM 
Meisenheimer, Barb 
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 Staffs 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 

DESCRIPTION 
--

Intangible Plant 

f>Aanufactured Gas Production Plant 

Transmission Plant 

Distribution Plant 

$74 Land & Land R;ghts 
375 Structures & Improvements 
376 Mains 
378 Measure & Regulate Sta. 
379 City Gate Ck Stations 
3SO Services 
SS1 Meters 
382 Meter Installations 
383 House Regu~ 
385 Ind. Meas. & Reg. Sta. Eq. 
3S6 ~roperty 01"1 Customer PremiSes 
387 Other Equipment 

Total Distribution Plant 

397.1 Communication equipment 
General Plant 

TOTAL GROSS PLANT IN SERVlCE 

(/) 
(') 
~ 
CD 
0. 

" '" <D 

Summit Natural Gas of Missouri, Inc. ---
GROSS GENERAL 
PLANT SERVCE 
-

$32,160 $32,364 

so so 
so so 

$74,930 $47,989 
$199,313 $127,651 

$4,629,177 $2,964,789 
$190,379 $33,685 

so so 
$3,094,806 $2,569,332 

$$37,142 $373,303 
$1$3,733 $127,691 

$33,200 $23,073 
so $0 

$367,5$7 $258,096 
so so --

$9,310,217 $6,525,609 

$43,657 $36,641 
$260,207 $203,409 

$9,676,241 $6,788,023 

TEST YEAR ENDED september 30, 2013. Updated Through 12131113 CASE NO. GR-2014-0086 (GaiO>tin D~lliet) 

COMMERCIAL TRANSPORTATION LARGE UNMETERED ALLOCATION 
SERVICE SERVICE VOLUME GAS WGHTS BASIS 

$5,484 $2,391 $1,921 $0 C-O.S RIEVENUES 

so so so SO PEAK DEMAND LESS INTERRUPTSLE, TRA 

so so so SO ASSIGNED • RIES, SGS, LGS BILLS 

$11,427 $7,852 $7,662 
$30,395 $20,886 $20,3$1 

$705,936 $4S5,091 $473,361 
$32,408 $126.~ $7,819 

so so so 
$514.1$3 $5,64$ $5,643 SO SERVICEALLOCATOR 
$151,771 $5,034 $&,034 SO WTO CUST. ·METERS 
$51,914 $2,064 $2,064 SO WTDCUST.·METERS 

$9,381 $373 $373 SO WTD CUST. ·REGULATORS 
so so so SO LVILGS VOWMES 

$61,668 $26,$31 $21,142 SO OIST'N PLANT 
so so so SO DIST'N PLANT 

$1,559,087 $6$1,042 $544,479 so 
$6,9$3 $26 so SO ASSIGNED· RIES, SGS, LGS BILLS 

$46,598 $21,229 $16,972 SO P,T,O PLANT 

$1,620,158 $704,689 $5$3,372 so 

McNutt CCC$ Wot1<papers Gallatin District 



GROSS PLANT IN SERVICE 

DESC~PnON 

--

Intangible Plant 

Manufactured Gas Productior. Plant 

Transmlssion Plar:t 

Distributlon Plant 

374 Land & Land ~ghls 
375 Structures & Improvements 
376 Mains 
378 Measure & Regulate Sta. 
379 City Gate Ck Stations 
3SO Services 
381 Meters 
382 Meter Installations 
3S3 House Regulators 
S6S Ind. Meas. & Reg. Sla Eq. 
386 Property on Customer Premises 
3!57 other Equipment 

Total Distribution Plant 

397.1 Communication Equipment 
General Plant 

TOTAL GROSS PLANT IN SERVICE 

(f) 

" :::; 

" a. 
t: 
<D 
<r> 

Summit Natural Gas of Missouri, Inc. 

GROSS GENERAL 
PLANT SERVICE 
--

$14,753 $5,722 

so so 
so so 

$22,545 $6,723 
$0 so 

$13,310,226 S3,969,109 
$79,2$4 $19,582 

so so 
$2,966,308 $2.171,58$ 

$493,333 S24S,740 
$301,003 $149,9$6 
S175,460 SS7,400 

so $0 
$1,172,711 $449,560 

$120,378 $46,145 
--
$18,641,278 $7,145,780 

$62,377 $43,924 
$330,059 $126.522 

S19,048,467 $7,326,948 

TEST YEAR ENDED Seplember30, 2013, Updated Through 12/31/13 CASE NO. GR-2014-0086/iN~ D<trict) 

COMMERCIAL TRANSPORTAnON LARGE UNMEnERED ALLOCATION 
SERVICE SERVICE VOLUME GAS LIGHTS BASIS 

$4,123 so $4,909 SO C..Q.S REVENUES 

so so so SO PEAK DEMAND LESS INTERRUPTIBLE, TRA 

so so so $0 ASSIGNED -RES. SGS, LGS BILLS 

$6,583 so S9,239 \~~~e~:~RS~' 
so so so $o DISTN MAINS 

$3,58$,586 so $5,4$4,531 SO·•·DIST'N•Ml>..JNS'' 
$22.,970 so $36,702 'lsoF~~···· 

so so $0 SO VOLUMES 
$596,527 so $198,195 SO SERVICEALLOCATOR 
$179,122 so $6$,471 SO wno CUST. ·METERS 
$109,290 so $41,777 SO WTD CUST. • MEnERS 
$63,707 so $24,353 SO WTD CUST.-~GULATORS 

$0 so so SO LV/LGS VOLUMES 
$328,870 so $3$4,342 SO DIST'N PLANT 
$33,757 so $40,471 $0 DIST'N PLANT 

$5,227,410 so $6,268,097 so 
$13,453 so so SO ASSIGNED· RES, SGS, LGS BILLS 
$92,556 so $110,982 SO P,T,D PLANT 

S5,337,542 so $6,333,977 so 

McNutt ccos Workpapers Warsaw District 



GROSS PLANT IN SERVICE 

DESCRIPTION 
--

Intangible Plant 

Manufactured Gas P:oc:luetlon Plant 

Transmission Plant 

Dlstrtbution Plant 

374 Land & Land Rights 
375 Structures & Improvements 
376 Mains 
378 Measut'$ & Regulate Sta. 
379 cay Gate Ck Staioos 
380 Services 
381 Metern 
3S2. Meter Installations 
383 House Regulators 
385 Ind. Meas. & Reg. Stl. Eq. 
386 Property on Customer 14-emises 
387 Other Equipment 

Total Dlstribu~on Plant 

397.1 Communication Equlpmel'lt 
General Plant 

(/) 

" ::T 

~ 
" <D 
«> 

TOTAL GROSS PLANT IN SERVICE 

Summit Natural Gas of Mlssoori, Inc. 

GROSS 
PLANT RESIDENTIAL 

-
$5,193 $4,890 

$0 $0 

$0 $0 

$2,774,811 $978,676 
$0 $0 

$70,732,015 $24,947,182 
$652,896 $179,063 

$0 $0 
$14,041,757 $11. 1 58.429 
$6,429,186 $3,128.578 

$132780 $64,614 
$46,381 $22570 

$700,$52 so 
$2,770,630 S1,174.242 

so so 
--
$98,281,308 $41,653,3$2 

$142,217 $113,719 
S1,902,497 $806,312 

$100.3341215 $42,578,273 

TEST YEAR ENDED Sep!ember 30, 2013, Upda1ed Tnrough 12/31/13 CASE NO. GR-2014-0086 (Rogers-.<lle District) 

LARGE 
GENERAL GENERAL LARGE TRANSPORTATION ALI.OCATION 
SERVICE SERVICE VOLUME SERVICE BASIS 

$2,070 S653 $579 $0 C.Q.S REVENUES 

so $0 $0 SO PEAK DEMAND LESS INTERRUPTIBLE, TRA 

$0 $0 $0 $0 ASSIGNED· RES, SGS, LGS SILLS 

$430,651 $191.739 $100,640 $993,1 OS OrSirN'MAINS:; 
$0 so $0 SO,.Pll>l"!'/~1~ •• 

$10,977,609 $4,SS7,SS2 $4,604,654 $25,314,9SS"p1S'J':NI4AJ!'IS' 
$104,107 $46,689 $39,363 S283,61s·:voEuME8~ · 

so $0 $0 SO VOLUMES 
$2,705,421 $94,389 $25,250 S58.2SS SERVICEALLOCATOR 
$2,876,764 $24$,907 SS2,SSS $122,050 WTD CUST. • METERS 

$59,413 $5,141 $1,092 $2,521 WTD CUST. ·METERS 
$20,753 $1,796 $382 $880 WTD CUST.· REGULATORS 

$0 $88.517 $74,628 $537,707 LV/LGS VOLUMES 
$498,216 S161,426 $144,431 5792,315 OIST'N PLANT 

$0 so so SO DIST'N PLANT 

$17,672.993 $5,726,185 $5,123,328 $28,105,450 

$27,571 $927 so SO ASSIGNED· RES, SG$, LGS BILLS 
$342,108 $110,846 $99,176 $544,056 P.T,D PLANT 

$18.044,742 $$,838,611 $$,223,083 $28,649,506 

McNutt CCOS Work.papers Rogersville District 



GROSS PLANT IN SERVICE 

DESCRIPTION 

--

Intangible Plant 

M:anllf3ctu~d Gas Pi"'duction Plant 

Transmission Plant 

Distribution Plant 

374 Land & Land Right$ 
375 Structures & Improvements 
376 Mains 
378 Measure & Regl.llate Sta. 
379 City Gate Ck Slat10!1$ 
sse Services 
381Meters 
382 Meter Installations 
383 House Regulators 
385 Ind. Meas. & Reg. Sta. Eq. 
S8S Property on Cu$temer Premises 
387 Other Equipment 

Total Distribution Plant 

397.1 Communication Equipment 

(f) 

g. 
CD 
0. 
c: 
ro 
<to 

General Plant 

TOTAl GROSS PlAJNT IN SERVICE 

S"'mmlt Natural Gas of Missouri, Inc. 

GROSS 
PLANT RESIDENTIAL 

--
$1,019,789 $277.436 

$0 $0 

$0 $0 

$8,814,848 $955,825 
$0 so 

$36,985,144 $4,009,591 
$319,932 $17,751 

so $0 
$3,003,245 $1,711,357 

$657,770 $126,152 
$137,973 $26,462 

$37,160 $7,127 
so so 

$1,029,642 S141,269 
so $0 

--
$50,985,714 $6,995,333 

$35,864 $20,$40 
SS94,900 $81,63S 

$$2,636,366 $7,374,944 

TEST YEAR ENDED September SO, 2013, Updated Through 12131/13 CASE NO. GR-2014.0086 (Branson District) 

LARGE 
GENERAL GENERAL LARGE TRANSPORTATION ALLOCATION 
SERVICE SERVICE VOLUME SERVICE BASIS 

$267,552 $474,801 so SO C-0-5 REVENUES 

$0 $0 $0 SO PEAK DEMAND LESS INTERRUPTIBLE, TRA. 

$0 $0 so SO ASS!GNED-RES,SGS,LGS BILLS 

$1,068,468 $2,158,972 $0 $4,631, 7Sf'1:>JS11N:~J'I$2 
$0 so so SO"DIS'l'N MAJNS 

$4,483,048 $9,055,568 $0 $19,433,938cD~If$: 
$42,092 $104,199 so s1 ss.sso>Voti!ME$.'··· 

so so so SO VOlUMES. 
$860,667 $431,220 so $0 SERVICE ALLOCATOR 
$232,768 $298,829 so $0 WTD CUST •• METERS 

$48,829 $82,682 $0 $0 WTD CUST. ·METERS 
$13,151 $16,682 $0 SO WTD CUST .• REGULATORS 

$0 so $0 SO lVIlGSVOlUMES 
$13$,104 $2$0,03$ so $499,230 OIS'l'N PlAJNT 

so so $0 SO DIS'l'N PlAJNT 

$6,888,146 $12,381,391 $0 $24,720,$43 

$10,330 $4,995 so $0 ASSIGNED- RES. SGS, LG$ BILLS 
$90,3$4 $144,490 $0 S2SS,490 P,T.O PLANT 

57,246,412 $13,005,677 $0 $2$,009,333 

McNutt CCOS Work.papers Branson District 



(f) 

g. 
CD 
Cl. 
c: 
ro 
~ 

0 

TOTAL REVENUES TO COLLECT FROM CLASS 

AMOUNT TO BE COLLECTED IN CUSTOMER CHARGE: 
DIRECT SERVICE LINE COSTS 
DIRECT METER COSTS 
DIRECT REGULATOR COSTS 
DIRECT BILUNG COSTS 
DIRECT METER READING COSTS 
DIRECT CUSTOMER RELATED COSTS 

TOTAL AMOUNT TO COLLECT IN CUSTOMER CHARGE 

NO. OF BILLS 

TRADITIONAL CUSTOMER CHARGE FROM COS 
TRADITIONAL CUSTOMER CHARGE (ROUNDED) 

AMOUNT COLLECTED IN PROPOSED CUSTOMER CHAR(; 

TOTAL AMOUNT TO COLLECT IN COMMODITY CHARGE 

COMMODITY CHARGE@ 0 PERCENT INCREASE 

TOTAL AMOUNT TO COLLECT IN DELIVERY CHARGE 

DELIVERY CHARGE @ 0 Percent Increase 

SUMMIT NATURAL GAS 
CASE NO. GR-2014-0086 (Branson District) 

CUSTOMER CHARGE TABLE 

GENERAL 
TOTAL RESIDENTIAL SERVICE 

$2,443,237 $340,487 $328,356 

$341,951 $194,856 $97,996 
$90,392 $17,336 $31,990 

$4,229 $811 $1,497 
$11,213 $4,529 $2,278 
$44,663 $25,451 $12,799 

$0 so so 
-----

$492,447 $242,983 $146,560 

11,477 6,518 3,278 

$"37::28"' ·-~·· '''$4<1;J1'' ·~L_./:::<~:~: ~::, ~,-: _:-_ ·:: __ ,_._\;~;;:.:.:: 
$37.30 $44.70 

#DIV/0! $243,121 $146,527 

#DIV/0! $97,365 $181,830 

0.35930 

#DIV/0! $340,487 $328,356 

'~$52:24········ "$100;1:7' 

$111,331,227 $36,105,533 

LARGE 
GENERAL LARGE TRANSPORTATION 
SERVICE VOLUME SERVICE 

$682,706 $0 $1,191,688 

$49,099 $0 $0 
$41,065 $0 $0 

$1,921 $0 $0 
$4,406 $0 so 
$6,413 $0 so 

$0 $0 so 

$102,904 $0 $0 

1,585 0 96 

$64.92 #DIV/0! $12,413.41 
$64.90 #DIV/0! $12,413.41 

$102,867 #DIV/0! $0 

$479,840 #DIV/0! $1,191,688 

$582,706 #DIV/0! 

$1,451,502 $1 0,321,286 

McNutt CCOS Workpapers Branson District 



(j) 

" ::;,-
(!) 
c. 
c: 
ro 
~ 

0 

TOTAL REVENUES TO COLLECT FROM CLASS 

AMOUNT TO BE COLLECTED IN CUSTOMER CHARGE: 
DIRECT SERVICE UNE COSTS 
DIRECT METER COSTS 
DIRECT REGULATOR COSTS 
DIRECT BILUNG COSTS 
DIRECT METER READING COSTS 
DIRECT CUSTOMER RELATED COSTS 

TOTAL AMOUNT TO COLLECT IN CUSTOMER CHARGE 

NO. OF BILLS 

TRADITIONAL CUSTOMER CHARGE FROM COS 
TRADITIONAL CUSTOMER CHARGE (ROUNDED) 

AMOUNT COLLECTED IN PROPOSED CUSTOMER CHARC 

TOTAL AMOUNT TO COLLECT IN COMMODITY CHARGE 

COMMODITY CHARGE@ 0 PERCENT INCREASE 

TOTAL AMOUNT TO COLLECT IN DELIVERY CHARGE 

D EUVERY CHARGE @ 0 Percent Increase 

SUMMIT NATURAL GAS 
CASE NO. GR-2014.0086 (Gallatin District) 

CUSTOMER CHARGE TABLE 

GENERAL COMMERCIAL TRANSPORTATION LARGE UNMETERED 
TOTAL 

$1,267,991 

$346,669 
$78,776 

$3,331 
$20,409 

$3,935 
so 

$453,120 

18,891 

$452,380 

$815,611 

$1,267,991 

SERVICE SERVICE 

S881,749 $216,238 

S287,807 $57,597 
$54,748 $22,258 
$2,315 $941 

S16,967 $3,236 
$3,267 $654 

so so 
-----

$365,104 $84,687 

15,845 3,022 

r;~~~:o~ ~~2'"'5S']l~~] 
$23.00 $28.00 

$364,435 $84,616 

S517,314 $131,622 

0.57376 

$881,749 $216,238 

~szecn::srr;~;;cc;?$71'Ss1' 

$111,331,227 $36,1 05,533 

SERVICE VOLUME GASLIGHTS 

$94,254 S75,750 so 

S632 $632 $0 
$885 $885 so 

$37 $37 so 
$103 $103 $0 

S7 S7 so 
so so so 

$1,664 $1,664 $0 

12 12 0 

S138.70 $138.70 #DIV/0! 
$138.70 $138.70 #DIV/0! 

$1,664 S1,664 $0 

S92,589 $74,085 $0 

$94,254 S75,750 

S1,451,502 S10,321,286 

McNutt CCOS Workpapers Gallatin District 



TOTAL REVENUES TO COLLECT FROM CLASS 

AMOUNT TO BE COLLECTED IN CUSTOMER CHARGE: 
DIRECT SERVICE LINE COSTS 
DIRECT METER COSTS 
DIRECT REGULATOR COSTS 
DIRECT BILLING COSTS 
DIRECT METER READING COSTS 
DIRECT CUSTOMER RELATED COSTS 

TOTAL AMOUNT TO COLLECT IN CUSTOMER CHARGE 

NO. OF BILLS 

TRADITIONAL CUSTOMER CHARGE FROM COS 
TRADITIONAL CUSTOMER CHARGE (ROUNDED) 

AMOUNT COLLECTED IN PROPOSED CUSTOMER CHAR~ 

TOTAL AMOUNT TO COLLECT IN COMMODITY CHARGE 

COMMODITY CHARGE@ 0 PERCENT INCREASE 

TOTAL AMOUNT TO COLLECT IN DELIVERY CHARGE 

DELIVERY CHARGE@ 0 Percent Increase 

(/) 

g. 
(!) 

c. 
c: 
<D 
~ 

0 

SUMMIT NATURAL GAS 
CASE NO. GR-2014-0086 (Rogersville District) 

CUSTOMER CHARGE TABLE 

TOTAL 

$10,034,751 

$1,446,460 
$689,968 

$5,260 
$148,113 

$24,601 
so 

$2,314,402 

148,044 

$2,286,854 

$7,747,897 

$10,034,751 

GENERAL 
RESIDENTIAL SERVICE 

$4,518,310 $1,912,802 

$1,149,445 $278,689 
$335,753 $308,729 

$2,560 $2,354 
$113,054 $27,411 

$19,549 $4,740 
$0 so 

$1,620,361 S621,922 

117,964 28,601 

'~o?.:.fJK$1~t;;I:;:,~~t'74'\ 
S13.70 $21.70 

$1,616,107 $620,642 

$2,902,204 $1,292,161 

0.53249 

54,518,310 $1,912,802 

,. ·''''$38:30.'"'''''''' '.$66;~: 

$111,331,227 $36,105.533 

LARGE 
GENERAL LARGE TRANSPORTATION 
SERVICE VOLUME SERVICE 

$603,434 $535,189 $2,465,016 

$9,723 $2,601 $6,002 
$26,712 S5,676 $13,098 

$204 543 $100 
$3,692 $1,196 $2,760 

$165 $44 so 
$0 $0 $0 

·----
$40,496 $9,560 $21,960 

963 156 360 

$42.05 $61.28 S6,847.27 
S42.10 $61.30 $6,847.27 

$40,542 $9,563 so 

$562,891 $525,626 $2,465,016 

$603,434 $535,189 

$1,451,502 $10,321,286 

McNutt CCOS Workpapers Rogersville District 



TOTAL REVENUES TO COLLECT FROM CLASS 

AMOUNT TO BE COLLECTED IN CUSTOMER CHARGE: 
DIRECT SERVICE UNE COSTS 
DIRECT METER COSTS 
DIRECT REGULATOR COSTS 
DIRECT BILUNG COSTS 
DIRECT METER READING COSTS 
DIRECT CUSTOMER RELATED COSTS 

TOTAL AMOUNT TO COLLECT IN CUSTOMER CHARGE 

NO. OF BILLS 

TRADITIONAL CUSTOMER CHARGE FROM COS 
TRADITIONAL CUSTOMER CHARGE (ROUNDED) 

AMOUNT COLLECTED IN PROPOSED CUSTOMER CHARC 

TOTAL AMOUNT TO COLLECT IN COMMODITY CHARGE 

COMMODITY CHARGE@ 0 PERCENT INCREASE 

TOTAL AMOUNT TO COLLECT IN DELIVERY CHARGE 

DELIVERY CHARGE @ 0 Percent Increase 

(f) 

" ::1' 
CD 
a. 
c: 
Cii' 
~ 

0 

----··-

SUMMIT NATURAL GAS 
CASE NO. GR-2014-0086 (Warsaw District) 

CUSTOMER CHARGE TABLE 

GENERAL COMMERC~ TRANSPORTATION LARGE UNMETERED 
TOTAL SERVICE SERVICE SERVICE VOLUME GASLIGHTS 

$1,261,854 $489,414 $352,640 so $419,800 $0 

$341,485 $249,995 $68,673 so $22,816 $0 
$90,393 $45,027 $32,820 $0 $12,546 $0 
$19,654 $9,790 $7,136 $0 $2,728 so 
$14,573 $9,547 $2,622 $0 $2,404 $0 

$5,613 $4,109 $1,129 $0 $375 $0 
so so $0 $0 $0 $0 

$471,718 $318,468 $112,381 $0 $40,869 $0 

13,447 10,295 2,828 0 324 0 

. "$3~~lt 77 • '"?'''~'!~' #DIV/0! $126.14 #DIV/0! 
$30.90 $39.70 #DIV/0! $126.10 #DIV/0! 

#DIV/0! $318,116 $112,272 #DIV/0! $40,856 $0 

#OIV/0! $171,299 $240,368 #DIVIO! $378,944 so 

0.39340 

#DJV/0! $489,414 $352,640 #DIV/0! $419,800 

"''····"·$47$1':7~'2"""·'"•'••'$f24,7P'"' 

$111,331,227 $36,1 05,533 $1,451,502 $10,321,286 

McNutt CCOS Worl<papers Warsaw District 




