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XI. Gas Supply Incentive Plan

For purposes of reducing the impact of upward natural gas commodity price volatility on the Company’s
customers, a Gas Supply Incentive Plan (GSIP) shall be established in which the Company shall have the
opportunity to share in price reductions earned by the Company in the acquisition of natural gas commodities.

The GSIP recognizes that the Company, through various purchasing techniques, including hedging, may be able to
acquire supplies of natural gas for its on-system customers at levels below an established benchmark price. If the
Company can acquire natural gas commodity prices below the benchmark, then it will have the opportunity to keep
some of those price reductions, if those prices fall within certain pre-defined pricing tiers.

1. The GSIP applies to the total commodity cost of natural gas supplies purchased for on-system
consumers, inclusive of the cost and price reductions associated with the Company’s use of financial
instruments divided by actual purchase volumes for on-system customers, (“Net Commodity Gas Price”), for
all volumes purchased by the Company for on-system resale during the Company’s July through June ACA
period. The Company shall retain in an Incentive Revenue (IR) Account a portion of certain cost reductions
the Company realizes in connection with the acquisition and management of its gas supply portfolio.

a. In order to determine if the Company is eligible for incentive compensation due to its purchasing
activities, Net Commodity Gas Price per MMBtu and the Annual Benchmark Price per MMBtu of
natural gas for the ACA period will be evaluated to determine in which of the following tiers each
respective price falls.

TIER LEVELS

Tier 1 less than or equal to $2.000 per MMBtu
Tier 2 greater than $2.000 per MMBtu and less than or equal to the Incentive Sharing

Ceiling set forth below
Tier 3 greater than the Incentive Sharing Ceiling set forth below

The Incentive Sharing Ceiling price shall be $7.00

b. In order for the Company to be able to receive incentive compensation, Net Commodity Gas Price
per MMBtu must be below the Annual Benchmark Price per MMBtu and the Net Commodity Gas Price
per MMBtu must fall within Tier 1 or Tier 2. Further, the Annual Benchmark Price per MMBtu must fall
within Tier 2 or Tier 3.

The Annual Benchmark Price per MMBtu shall be calculated as follows: First, for each month of the ACA
period, the associated First-of-Month (FOM) index prices as shown below and as reported in the Inside
FERC’s Gas Market Report shall be weighted by the following percentages to develop a FOM composite
price:

.
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XI. Gas Supply Incentive Plan (Continued)

Southern Star Central Gas Pipeline (“SSCGP”)
Texas, Oklahoma, Kansas 44%

Colorado Interstate Gas Co. (“CIG”)
Rocky Mountains 38%

Panhandle Eastern Pipe Line Co. (“PEPL”)
Texas, Oklahoma (mainline) 18%

Second, the Annual Benchmark Price will then be calculated by taking the monthly FOM
composite price as calculated above for each month and weighting said price by each
month’s associated actual purchase volumes for on-system customers.

c. Incentive Compensation

The Company will be eligible for incentive compensation if the Net Commodity Gas Price
falls in either Tier 1 or Tier 2, is below the Annual Benchmark Price per MMBtu, and the
Annual Benchmark Price per MMBtu is in either Tier 2 or Tier 3. If those conditions are
satisfied, the Company will receive incentive compensation of 20% of the difference between
the Net Commodity Gas Price and the Annual Benchmark Price per MMBtu, multiplied by the
Company’s purchase volumes for on-system sales during the ACA period, up to a maximum
of $3,000,000 in incentive compensation. The Incentive Adjustment (IA) Account shall be
debited by the Company’s appropriate compensation amount and the IR Account will be
credited by the same amount.

d. Gas costs not included in this mechanism include pipeline service costs, storage costs,
demand charges, and any reductions in natural gas supply due to bundled transportation
contracts that increase transportation costs to achieve lower gas supply costs. No incentive
compensation will be given for reductions in actual gas prices if such reductions are tied to
any increase in pipeline service costs and/or demand charges, unless such costs or charges are
necessitated by significant changes in the Company’s system operating conditions.

e. The Commission shall retain the ability to evaluate and determine the prudence of the
Company’s efforts in connection with its procurement of gas and management of its gas
supply demand and transportation services.

.
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.
XI. Gas Supply Incentive Plan (Continued)

3. For each ACA year, the debits recorded in the IA Account, including any balance from the previous year,
shall be accumulated to produce a cumulative balance of incentive adjustments. For purposes of computing
new ACA factors for the subsequent twelve-month period beginning with the effective date of the Winter
PGA, such cumulative incentive adjustment balances shall be combined with the appropriate Deferred
Purchased Gas Costs Account balances. The Company shall separately record that portion of ACA revenue
recovery which is attributable to recovery of the IA Account balances. Any remaining balance shall be
reflected in the subsequent ACA computations.

4. These calculations exclude any volumes and costs relating to gas supplies sold to the Company by
schools or their agents under the Company's Experimental School Aggregation Tariffs..
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PROMOTIONAL PRACTICES

PP

COMMERCIAL SERVICE NATURAL GAS ENERGY EFFICIENCY INITIATIVES

A. Energy Efficiency Education Program

As an Energy Star® partner, MGE will make information available to customers and, where possible,
work in cooperation with other Energy Star® partners and other energy efficiency collaboratives to
further public education programs.

B. Commercial and Industrial (C/I) Rebate Program:

DEFINITIONS:

Administrator – MGE may administer the program exclusively in-house and/or in partnership with
contracted vendors As necessary, MGE will implement the program following
development of appropriate administrative processes. Prior to implementation, MGE
will continue to offer the SGS program approved in 2012.

Participant – An existing customer with an active account who is being served under the Company’s
SGS, LGS, LV, or other commercial or industrial rate class who purchases and installs
qualifying natural gas energy efficiency measures, as described in the program, within
MGE’s service territory.

AVAILABILITY:

The Commercial and Industrial (C/I) Rebate Program is available to any Participant (no final bill or
inactive accounts) who purchase and install a natural gas energy efficiency measure that meets Energy
Star® criteria (where applicable) or other qualifying criteria within MGE’s service territory.

The program provides commercial and industrial customers incentives through prescriptive (standard)
rebates, as set forth below and custom rebates, for the implementation of natural gas energy efficiency
measures, including part or all of the cost of an energy audit that identifies a measure that subsequently
results in a rebate through this program.

Customers implementing certain measures as described below will receive prescriptive rebates. All
other rebates under this program will receive financial incentives which are customized or individually
determined using the Societal Benefit/Cost Test, as defined in the latest edition of the California
Standard Practice Manual for Economic Analysis of Demand-Side Programs and Projects.

Non-Profit Customers, defined as a government agency, public school district, or a customer that
demonstrates it qualifies as a 501(c)(3) charity or as a benevolent corporation as defined by RSMo
352.010, may qualify for specific rebates as detailed below.
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Insulation Financing Program (Continued)

4) The applicant must meet the following credit requirements:

a) The applicant’s gas account must have no more than 30 days arrears.

b) Within the past 12 months the applicant must not have:

1) had service disconnected for non-payment; or
2) submitted an unhonored check; or
3) received more than four (4) delinquent notices.

c) a commercial credit report must show open credit and the timely meeting
of payments in order to be considered as having a satisfactory credit rating.

(C) The interest rate on loans shall be 3% per annum.

(D) The repayment period is a maximum of 7 years. So long as the customer has
active service, MGE may bill the customer for the loan on his or her monthly
gas bill.

(E) The maximum amount of loans to be outstanding at any one time, regardless of
applicable interest rate, is $2,500,000.

MGE will implement the program following development of appropriate
administrative processes. MGE does not assume any responsibility for the prices bid or the
prices charged by contractors participating in this program. Nor will MGE in any way
warrant, guarantee or imply any energy savings as a result of participation in this
residential insulation financing program.

Loan applications must be submitted to MGE by an authorized contractor and must
be accompanied by a sales agreement form specifying work to be done. (Applications are
not accepted directly from customers.) Applications are processed on a first-come, first-
served basis as funds are available. Customers should direct any questions regarding the
status of their loan application to their contractor.
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2. Available Options

A. Financing is available for the purchase and installation of the following
equipment:

(1) A high efficiency natural gas heating system with an Annual Fuel
Utilization Efficiency ("AFUE") of 92% or greater;

(2) An appliance from #1, coupled with a gas air conditioner or a high
efficiency electric air conditioner with a Seasonal Energy Efficiency
Ratio ("SEER") of 14 or more. If the required SEER level is increased
for Laclede’s service territory, then the SEER requirement in this
subsection shall be increased so that it is 1 point above the required
level;

(3) An appliance from #1, coupled with an additional energy-efficient
natural gas appliance

(4) A high efficiency gas water heater with an Energy Factor (EF) of .62 or
greater; provided that the EF shall be at least .82 for tankless water
heaters;

(5) Gas boiler with an AFUE rating of 85% or greater;
(6) Combination water and space heating system with a .62 EF or greater;
(7) A home energy audit performed by an independent certified energy

auditor for the purpose of securing energy savings.
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2. Available Options (continued)

B. The interest rate shall be 3% per annum.

So long as the customer has an active account, MGE may bill the customer
on the customer’s regular gas bill. The repayment period is a maximum of
seven years.

3. Other Terms and Conditions

The credit limit is $18,000 per heating system with a limit of four systems per
customer.

Loans will be made on a first-come, first-served basis.

MGE will implement the program following development of appropriate
administrative processes.

4. Description of Advertising or Publicity

The Company expects to publicize the EnergyWise Dealer Program through
cooperative advertising, its own public information advertising campaigns,
personal contacts, and general meetings with heating and cooling
contractors.
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Red-Tag Repair Program

The Red-Tag Repair Program is an experimental program for customers to receive minor repairs
of their gas appliances and piping in order to obtain or retain gas service. The Program has two
components: (i) Heating Only for Lower Income, and (ii) Avoid Red Tags.

Heating Only for Lower Income provides payment assistance to eligible residential customers of
the Company, with a household income equal to or less than 185% of the Federal Poverty Level,
who require repairs of customer-owned natural-gas appliances and/or piping to obtain or retain
space heating services to their homes. Customers receiving natural gas service to operable space
heating equipment do not qualify; this program is designed to assist only those lower income
customers who would otherwise be eligible to commence or maintain service, but whose facilities
receive a warning tag or “red-tag,” that is, whose service will be or is disconnected at the meter or
to the space heating appliance, and are without space heating, due to unsafe natural gas space
heating equipment, unsafe piping or unsafe non-space heating appliance where there is no shut off
valve to the non-space heating appliance.

Terms and Conditions: The Company will provide up to $100,000 annually to credit customers or
reimburse qualified social service agencies within its service territory that can provide or arrange to
provide and pay for such emergency service work consistent with the terms set forth herein and at
an administrative cost not to exceed 10% of the funds provided. No customer shall receive
assistance greater than $450.00 under this Program. The customer may use any licensed repair
service provider that is willing to accept payment according to the terms of the program.

Avoid Red Tags permits MGE field service representatives (FSR) who are already on-site to spend
a nominal amount of time to perform minor repairs of the customer’s gas appliances and piping
when doing so would result in the customer gaining or keeping use of service rather than having
the piping or appliance “red-tagged” as unsafe. If an FSR determines that any gas appliance should
be “red-tagged” as unsafe or out of compliance with applicable codes, but the FSR believes that the
problem can be repaired in no more than 15 minutes using parts that cost $20 or less, the FSR may,
with the customer’s consent, attempt to effect such repairs in conjunction with utility service at no
cost to the customer. At any time that the FSR determines that the repair will fall outside of these
parameters, the FSR shall cease the repair effort and proceed in accordance with the Company’s
safety practices and the Utility Promotional Practices rules.
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MISSOURI GAS ENERGY 
 

Statement of Revenue Increase Request 
 

4 CSR 240-3.030(3)(B) 1 
 

 The aggregate annual increase resulting from the application of the revised tariffs 
contained in this filing would be $23,384,260 or 4.9% over as adjusted revenues. 



MISSOURI GAS ENERGY 
 

4 CSR240-3.030(3)(B) 2 
 

MissouriCounties and Communities Affected 
 

Urban Areas 
 
Airport Drive Alba Alma 
Anderson Armstrong Ash Grove 
Aurora Avondale Baldwin Park 
Bates City Belton Billings 
Birmingham Blackburn Blue Springs 
 
 
Buckner Butterfield Camden Point 
Cameron Carl Junction Carrollton 
Carterville Carthage Cassville 
Centerview Clarksburg Claycomo 
Cleveland Clever Concordia 
 
Corder Crane Dearborn 
Dennis Acres Diamond Drexel 
Duenweg East Lynne Edgerton 
El Dorado Springs Emma Excelsior Springs 
Exeter Fayette Ferrelview 
 
Fort Crowder Freeman Freistatt 
Garden City Gladstone Glenaire 
Golden City Goodman Gower 
Grain Valley Grandview Grayson 
Greenfield Greenwood Harrisonville 
 
Higginsville Holden Holt 
Houstonia Houston Lake Hughesville 
Independence Irwin Jasper 
Jerico Springs Joplin Kansas City 
Kearney Kingsville Knob Noster 
 
Lake Lotawana Lake Tapawingo Lake Waukomis 
Lake Winnebago Lamar Lamar Heights 
LaMonte Lanagan Lathrop 
Lawson Lee’s Summit Liberty 
Lockwood Lone Jack Marionville 
 
Monett Mosby Mt. Leonard 
Mt. Vernon Neck City Neosho 
New Market Nixa Noel 
Norborne North Kansas City Northmoor 
Oak Grove Oaks Oakview 



 MISSOURI GAS ENERGY 
 

4 CSR240-3.030(3)(B)2 
 

MissouriCounties and Communities Affected 
 

Urban Areas – continued 
 
Oakwood Oakwood Manor Oakwood Park 
Odessa Osborn Ozark 
Parkville Peculiar Pierce City 
Pilot Grove Pineville Platte Woods 
Pleasant Hill Pleasant Valley Prathersville 
 
Prosperity Purcell Purdy 
Randolph Raymore Raytown 
Redings Mill Republic Riverside 
Saginaw St. Joseph Sarcoxie 
Savannah Seneca Sheldon 
 
Slater Smithfield Smithville 
Southwest City Spring Valley Stewartsville 
Stockton Sugar Creek Sweet Springs 
Tipton Trimble Turney 
Verona Walnut Grove Warrensburg 
 
Waverly Weatherby Lake Webb City 
Wentworth Willard Windsor 
Wood Heights 
 
 
Rural & Suburban Areas 
 
Andrew County Barry County Barton County 
Buchanan County Carroll County Cass County 
Cedar County Christian County Clay County 
Clinton County Cooper County Dade County 
DeKalb County Greene County Henry County 
 
Howard County Jackson County Jasper County 
Johnson County Lafayette County Lawrence County 
McDonald County Moniteau County Newton County 
Pettis County Platte County Ray County 
Saline County Stone County Vernon County 



MISSOURI GAS ENERGY 
 

4CSR 240-3.030(3)(b) 3 and 4 
 

Number of Customers Affected and Average Change by Service Category 
 
 

   Number of Average  Monthly Bill  
 Customers (1) Amount Change Percentage 
 
Residential 431,747    $3.29     5.12% (2) 
 
Small General Service   56,293    $4.81 4.42% (2) 
 
Large General Service     2,909   $43.01     3.25% (2) 
 
Large Volume (billable meters)        483 $272.80   11.56% (2) 
 
 

(1) Test year ended April30, 2013 prorated regular and final bills, as adjusted, 
divided by twelve. 

 
(2) Based on as adjusted test year operating revenues including average test year 

PGA. 
 

 



MISSOURI GAS ENERGY 
 

4 CSR 240-3.030(3)(B) 5 
 

Proposed Annual Aggregate Change in Revenues 
 
 

    $ Increase     % Increase 
 or (Decrease) or (Decrease)  
 
Residential $ 17,054,242  5.12% (1) 
   
Small General Service      3,247,725  4.42% (1) 
 
Large General Service      1,501,704  3.25% (1) 
 
Large Volume Service      1,580,587  11.56% (1) 
 

(1) Based on as adjusted test year operating revenues including average test year 
PGA. 
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FOR IMMEDIATE RELEASE 

Missouri Gas Energy Files First Rate Case in More Than Three Years 
If approved, customers will pay less for natural gas service than they paid a decade ago 

KANSAS CITY, MO (Sept. 16) ― Missouri Gas Energy (MGE), now a part of Laclede Gas Company (a subsidiary of 
The Laclede Group, Inc., NYSE:LG), today filed a general rate case with the Missouri Public Service Commission 
(MoPSC). Missouri law requires that natural gas companies file a general rate case on a regular interval in order 
to continue recovering funds invested in upgrading natural gas distribution systems. The deadline for MGE to file 
is this week. This rate case was filed based on meeting this legislative requirement and is unrelated to Laclede’s 
recent purchase of MGE.  

“We’d prefer not to file a rate case on the heels of welcoming MGE’s employees and customers into the Laclede 
family. It’s necessary in order to meet legal requirements to continue funding MGE’s pipeline infrastructure 
upgrades. While filing to recover upgrades is the primary driver on timing, costs included in the general rate case 
are also related to the general operation of our business in western Missouri,” said Steve Lindsey, president of 
Laclede Gas Company.  

Lindsey added, “Natural gas remains one of the most cost effective energy sources available today and we are 
constantly looking for ways to improve service levels for our customers.  Our goal continues to be the safe and 
reliable delivery of natural gas to our customers around the clock. In the end, it’s about helping provide for a 
comfortable home, a hot shower and dry clothes. Those are basics in all of our daily lives.”  

MGE operates and maintains more than 14,000 miles of pipeline – that’s enough to stretch from Kansas City to 
Beijing, China and back. This general rate case provides for the investments made in these pipelines and for 
operating the natural gas delivery system across western Missouri.  

If approved in its entirety, an average MGE residential customer would see a net increase of $2.33 per month, 
above amounts currently being collected in rates. The proposed new rates would provide net additional 
revenues of $17 million. On an inflation-adjusted basis, customers would still be paying less for natural gas 
service than they paid a decade ago. The MoPSC may take up to 11 months to resolve the case. This means 
customers will likely not be impacted by any general rate increase until after this year’s winter heating season. 

This general rate case filing pertains to the 40 percent of a typical customer bill that covers the cost of delivering 
natural gas and pipeline upgrades. This case doesn’t impact the rest of the bill which covers the cost of the  

-more- 



NEWS RELEASE  
 

 

Missouri Gas Energy • 3420 Broadway • Kansas City, Missouri • 64111   

natural gas itself. Gas is covered under a separate rate labeled “Cost of Gas” on a customer’s bill. Due to 
historically low natural gas prices, MGE filed to decrease this rate last April by $2.66 per month based on 
average customer usage. 

As a part of the filing, MGE is proposing to offer new programs to customers including incentives to increase 
energy efficiency and to make it easier for customers to stay connected to natural gas throughout the year. One 
example is the successful model from Laclede Gas called the EnergyWise financing program. EnergyWise helps 
customers finance energy efficient appliances at competitive interest rates and pay on their monthly gas bill. 
Since its inception, Laclede Gas has financed more than $16 million in energy efficient appliances.  

ABOUT MISSOURI GAS ENERGY 
Missouri Gas Energy has provided natural gas service to the residents of the Kansas City metropolitan area and 
western Missouri for nearly 150 years. Now owned by Laclede Gas Company, a subsidiary of The Laclede Group, 
Inc. (NYSE:LG), we are part of the largest gas distribution company in Missouri, delivering natural gas to more 
than 1.1 million customers. Missouri Gas Energy serves residential, commercial and industrial customers in 30 
counties. For more information, please visit www.MissouriGasEnergy.com.  

### 

 

 

http://www.missourigasenergy.com/
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4 CSR 240-3.030(3)(B) 7 
 

Summary of Reasons for Requested Increase 
 
 
 

The purpose of this filing is to recover the increased cost of providing service to 
customers.  MGE must file a rate case within three years of when Infrastructure 
Replacement Surcharge (ISRS) rates were first effective after MGE’s last general rate 
case, which was on September 18, 2010, in order to continue to collect the ISRS rates 
approved by the Commission.  In addition, MGE has constructed significant new gas 
service facilities and has experienced increased operating expenses.  The resulting 
revenue shortfalls have caused MGE’s earnings to fall short of the level authorized by the 
Commission. 
 
In addition to base rate changes, other tariff changes of significance include: 
 

 Resetting the ISRS rates to -0- (Sheet No. 10)  
 Incorporating a gas supply incentive program (Sheet Nos. 24.4 - 24.7) 
 Providing for a delayed payment charge of 1.5% (Sheet Nos. 26, 29, 31.1, 39,  

 44, 79, and 92) 
 Amending the school transportation program 
 and the economic development rider (Sheet Nos.  55 and 73) 
 Standardizing certain provisions of MGE’s 
 energy efficiency program to be consistent  (Sheet Nos. 100, 103, and 
 with the Laclede Division’s program 103.1 - 103.6) 
 Establishing financing programs for energy  
 efficient applications. (Sheet Nos. 106 – 107.2)  
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